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SM̂ IARY
The o b je c ts  o f  t h i s  t h e s i s  a re  to  exam ine th e  r o l e  o f  J a p a n e se  
com panies in  In d o n e s ia  from  th e  b eg in n in g  o f  th e  c e n tu r y  to  th e  p r e s e n t  
d ay ; to  c o n s id e r  th e  e f f e c t s  o f  Jap an ese  com panies on p o l i t i c a l  r e l a ­
t i o n s  betw een Jap an  and In d o n e s ia ;  and to  r e l a t e  th e s e  e f f e c t s  to  
g e n e ra l  th e o r i e s  ab o u t th e  im pact o f  th e  m u l t in a t io n a l  c o r p o ra t io n  on 
i n t e r n a t i o n a l  r e l a t i o n s .
The t h e s i s  i s  s t r u c t u r e d  round a  number o f  v a r i a b le s  w h ich , i t  
i s  su g g e s te d , d e te rm in e  th e  e f f e c t  o f  m u l t in a t io n a l  in v e s tm e n ts  on 
r e l a t i o n s  betw een two n a t io n s .  These v a r i a b le s  a r e :  th e  r e l a t i v e  
d e g re e s  o f  developm ent o f  th e  two c o u n t r i e s ,  th e  n a tu re  o f  econom ic 
r e l a t i o n s  betw een them , th e  n a tu re  o f  th e  in v e s t in g  c o m p a n ie s ' i n t e r ­
a c t io n  w ith  home and h o s t c o u n try  p o l i t i c a l  e l i t e s ,  and th e  i n t e r ­
n a t io n a l  p o l i t i c a l  en v iro n m en t.
T h is  s tu d y  shows t h a t  th e  developm ent o f  J a p a n e se  co m p an ie s ' 
i n t e r e s t s  in  In d o n e s ia  has been  a  slow  and in t e r r u p t e d  p ro c e s s  g o in g  
back  to  th e  f i r s t  decades o f  th e  c e n tu ry .  S in ce  th e  m id -1 9 6 0 's  
how ever, Ja p an ese  in v e s tm e n t i n  In d o n e s ia  has n o t  o n ly  in c r e a s e d  g r e a t l y  
i n  volume b u t undergone  a  q u a l i t a t i v e  change w hich  may be seen  a s  th e  
m a tu r in g  o f  a s p e c i f i c a l l y  Jap an ese  form  o f  m u l t in a t io n a l  s t r a t e g y .
As f a r  a s  p o l i t i c a l  r e l a t i o n s  a r e  co n ce rn ed , t h i s  e x a m in a tio n  o f  th e  
c a se  o f Jap an  and  In d o n e s ia  w ould seem to  c o n t r a d ic t  th e o r i e s  t h a t  th e  
m u l t in a t io n a l  company weakens o r  su p e rc e d e s  th e  power o f th e  n a t io n  
s t a t e .  I n s te a d ,  i t  i s  p o s s ib le  to  t r a c e  a  ch an g in g  and  d e v e lo p in g  
r e l a t i o n s h i p  betw een Jap an ese  m u l t in a t io n a l  com panies and governm ents 
b o th  in  Japan  and in  th e  h o s t  c o u n try ,  In d o n e s ia .  At th e  same tim e , 
th e  example o f  J a p a n e s e - In d o n e s ia n  r e l a t i o n s  c l e a r l y  shows t h a t  th e  
p o l i t i c a l  im pact o f  m u l t in a t io n a l  com panies i s  s t r o n g ly  in f lu e n c e d  by 
th e  w id er i n t e r n a t i o n a l  en v iro n m en t, i n  t h i s  c a se  p a r t i c u l a r l y  by 
r e l a t i o n s  betw een Jap an  and o th e r  i n d u s t r i a l i s e d  c o u n t r i e s .
INTRODUCTION
The r e l a t i o n s h i p  betw een  two n a t io n s  can n o t be u n d e rs to o d  m ere ly  
by exam ining  c o n ta c ts  betw een  t h e i r  r e s p e c t iv e  g o v ern m en ts . In  th e  p a s t  
te n  y e a r s  th e re  h a s  been  a  grow ing r e c o g n i t io n  t h a t  i n t e r n a t i o n a l  r e l a ­
t i o n s  a re  shaped  n o t o n ly  by th e  a c t i v i t i e s  o f  governm ents b u t  a l s o  a t  
many o th e r  l e v e l s ,  by m ig r a t io n ,  by c u l t u r a l  c o n t a c t s ,  by  th e  a c t i v i t i e s  
o f  i n t e r n a t i o n a l  r e l i g i o u s  and p o l i t i c a l  movements a n d , p e rh a p s  m ost 
im p o r ta n t  o f  a l l ,  by th e  t r a d e  and in v e s tm e n t a c t i v i t i e s  o f  la rg e  m u l t i ­
n a t io n a l  f irm s .
In  one o f  th e  c l e a r e s t  a n a ly se s  o f  t h i s  ap p ro ac h  to  i n t e r n a t i o n a l  
r e l a t i o n s ,  K a rl K a is e r^ ^ ^ in tro d u c e s  th e  c o n c e p ts  o f  " t r a n s n a t i o n a l  
s o c ie ty "  and " t r a n s n a t i o n a l  p o l i t i c s " .  " T ra n s n a t io n a l  s o c ie ty "  r e f e r s  
to  th e  i n t e r a c t i o n  o f  n o n -g o v ern m en ta l g roups i n  d i f f e r e n t  c o u n t r i e s .  
" T ra n s n a t io n a l  s o c ie ty "  g e n e ra te s  " t r a n s n a t io n a l  p o l i t i c s "  when th e s e  
i n t e r a c t i o n s  im pinge on th e  fu n c t io n s  o f  n a t io n a l  g o v ern m en ts  i n  th e  
c o u n t r i e s  co n ce rn ed . K a is e r  s u g g e s ts  t h a t  th e  t r a d i t i o n a l  a n a l y t i c a l  
d i s t i n c t i o n  betw een  th e  i n t e r n a l  p ro c e s s e s  o f  th e  s t a t e  and  i t s  e x t e r n a l  
r e l a t i o n s h ip s  a c t s  a s  a  b a r r i e r  to  any a t te m p t to  u n d e rs ta n d  th e  
in c r e a s in g ly  im p o r ta n t  f o r c e s  o f  " t r a n s n a t io n a l  p o l i t i c s " .  I n s te a d  he 
a rg u e s  f o r  a  more com prehensive a p p ro a c h , w hich w ould r e l a t e  th e  
o f f i c i a l ,  g o v ern m en ta l l i n k s  betw een n a t io n s  to  th e  u n d e r ly in g  u n o f f i c i a l  
c o n ta c ts  t h a t  e x i s t  be tw een  t h e i r  s o c i e t i e s  a t  v a r io u s  l e v e l s .
The c o n ce p t o f  " t r a n s n a t i o n a l  p o l i t i c s "  i s  p a r t i c u l a r l y  u s e f u l  in  
t r y in g  to  u n d e rs ta n d  J a p a n 's  r e l a t i o n s h ip  w ith  S o u th e a s t  A s ia .  D ip lo ­
m a tic  r e l a t i o n s  betw een Jap an  and m ost n a t io n s  o f  S o u th e a s t  A sia  have 
e x i s t e d  s in c e  e a r ly  i n  th e  T w en tie th  C e n tu ry . I n  th e  l a t e  1 9 3 0 's  
S o u th e a s t A sia  su d d e n ly  became th e  s u b je c t  o f  g r e a t  o f f i c i a l  i n t e r e s t  
in  J a p a n , and in  1942, a f t e r  th e  o u tb re a k  o f  th e  P a c i f i c  War, th e  a r e a  
came u n d e r a b r i e f  p e r io d  o f Jap an ese  m i l i t a r y  r u l e .  S in c e  th e  1950*s
Ja p a n  h a s  so u g h t to  a v o id  p o l i t i c a l  c o n f l i c t s  i n  th e  a r e a ,  w h ile  m ain­
ta in in g  a  f r i e n d l y  o f f i c i a l  r e l a t i o n s h i p  p a r t i c u l a r l y  w ith  th e  non- 
Communist c o u n t r ie s  o f  S o u th e a s t  A s ia .
But a  b a ld  d e s c r ip t i o n  o f  govern m en ta l r e l a t i o n s  i s  m e a n in g le ss  
w ith o u t an  u n d e rs ta n d in g  o f  th e  c e n t r a l  r o l e  w hich J a p a n e se  m u l t i ­
n a t io n a l  com panies have p la y e d  in  fo rg in g  c o n ta c ts  betw een  Ja p a n  and  
h e r  S o u th e rn  n e ig h b o u rs . L arge  Jap an ese  t r a d in g  and  m a n u fa c tu r in g  
f i rm s  were a c t i v e  in  S o u th e a s t  A sia  lo n g  b e fo re  th e  re g io n  became a  
fo c u s  o f  p o l i t i c a l  i n t e r e s t  f o r  Ja p a n , A t some s ta g e s  t h e i r  r o l e  h as  
been  s u b o rd in a te  to  th o s e  o f  governm ent and  m i l i t a r y ,  b u t  a t  o th e r s  -  
p a r t i c u l a r l y  d u r in g  th e  1960*s and e a r ly  1970*s -  th e y  have p ro v id e d  
th e  m ain p o in t  o f  c o n ta c t  betw een  Japan  and some S o u th e a s t  A sia n  
c o u n t r i e s .  What k in d  o f  r e l a t i o n s h i p  have th e s e  com panies c r e a te d  
betw een  Jap an  and t h e i r  v a r io u s  h o s t  n a t io n s ?  Why have t h e i r  v e n tu re s  
i n  S o u th e a s t A s ia  a t  tim e s  become a  so u rce  o f  in te n s e  p o l i t i c a l  con­
c e rn ?  These a r e  some o f  th e  q u e s tio n s  w hich we s h a l l  a t te m p t  to  answ er 
a s  we u n ra v e l th e  d u a l p ro c e s s  by w hich th e  a c t i v i t i e s  o f  J a p a n e se  
m u l t in a t io n a l s  have shaped  r e l a t i o n s  betw een Ja p a n  and one S o u th e a s t  
A sia n  n a t io n ,  w h ile  a t  th e  same tim e th e m se lv es  b e in g  m oulded and con­
s t r a i n e d  by o u ts id e  p o l i t i c a l  and econom ic f o r c e s .
D uring  th e  1 9 7 0 's  th e r e  h a s  been  a  v a s t  o u tp o u r in g  o f  w orks on
th e  m u l t in a t io n a l  c o r p o r a t io n ,  and many o f th e s e  have p u t fo rw ard  q u i t e
d ra m a tic  and sw eep ing  th e o r i e s  a b o u t th e  im pact o f  th e  m u l t in a t io n a l
f i rm  on th e  i n t e r n a t i o n a l  o r d e r .  On th e  one hand  w r i t e r s  a s  d iv e r s e
( 2 )
a s  Raymond V ernon , G eorge W. B a l l  and S tep h en  Hymer '  have seen  th e  
m u l t in a t io n a l  c o r p o r a t io n  a s  in e x o ra b ly  e ro d in g  th e  pow er o f  th e  n a t io n  
s t a t e ;  on th e  o th e r  R o b e rt G i lp in  h a s  a rg u ed  c o n v in c in g ly  t h a t  " th e  
r o l e  o f  th e  n a t io n  s t a t e  i n  econom ic a s  w e ll  a s  in  p o l i t i c a l  l i f e  i s  
in c r e a s in g  and  t h a t  th e  m u l t in a t io n a l  c o r p o r a t io n  i s  a c t u a l l y  a
s t im u la n t  to  th e  f u r t h e r  e x te n s io n  o f  s t a t e  power i n  th e  econom ic 
r e a l m " O n  th e  one h a n d , l i b e r a l s  have p r a is e d  th e  m u l t in a t io n a l  
c o r p o r a t io n  f o r  i t s  i n f lu e n c e  i n  w eakening th e  f o r c e s  o f  econom ic 
n a t io n a l i s m  and  p rom oting  a n  in t e r n a t i o n a l  o u tlo o k  am ongst management 
and  e m p l o y e e s , on th e  o th e r  some M a rx is t com m entators have d e p ic te d  
th e  m u l t in a t io n a l  s p re a d  o f  c a p i ta l is m  a s  p ro d u c in g , n o t  o n ly  th e  sub­
ju g a t io n  o f  l e s s  d ev e lo p ed  c o u n t r ie s  to  " i m p e r i a l i s t  m e t r o p o l i s e s " , b u t
( 5 )a l s o  grow ing r i v a l r y  betw een  th e  m e tro p o lis e s  th e m s e lv e s ' ,
C le a r ly  th e  e v id en ce  i s  d iv e rs e  enough to  a llo w  i n t e r p r e t a t i o n s  
to  s u i t  a l l  shad es  o f  p o l i t i c a l  o p in io n . I n d iv id u a l  c a se  s tu d i e s  a r e ,  
o f  c o u rs e ,  a s  s u s c e p t ib le  to  th e  p o l i t i c a l  p re c o n c e p tio n s  o f  t h e i r  
a u th o r s  as  th e  g e n e ra l  t h e o r i e s  c i t e d  above. N e v e r th e le s s ,  c a s e  
s tu d i e s  o f  in v e s tm e n t by and  i n  p a r t i c u l a r  c o u n t r i e s  may h e lp  u s  to  
u n d e rs ta n d  some o f  th e  c irc u m s ta n c e s  w hich have p roduced  su c h  a  
d i v e r s i t y  o f  e v id e n c e . M ichae l Hodges^^^ f o r  exam ple , in  a  s tu d y  o f  
U .S . in v e s tm e n t i n  B r i t a i n  w hich  draw s h e a v i ly  on K a i s e r 's  th e o ry  o f  
t r a n s n a t io n a l  p o l i t i c s ,  h a s  so u g h t to  e x p la in  why f o r e ig n  in v e s tm e n t 
i n  B r i t a i n  f a i l e d  to  become a  m a jo r p o l i t i c a l  i s s u e  d u r in g  th e  l a t e  
I960*s .  Hodges a t t r i b u t e s  th e  B r i t i s h  p o l ic y  o f  "b e n ig n  n e g le c t"  
tow ards  f o r e ig n  in v e s tm e n t to  s e v e r a l  f a c t o r s ,  in c lu d in g :  B r i t a i n ' s  
own im p o rta n t r o l e  a s  a  f o r e ig n  in v e s t o r ,  th e  s e n se  o f  c u l t u r a l  
a f f i n i t y  betw een B r i t a i n  and th e  U .S ., th e  d e c e n t r a l i s e d  s t r u c t u r e  
o f  A m erican m u l t in a t io n a l  c o rp o ra t io n s  and th e  s t r u c t u r e  and  a t t i t u d e s  
o f  th e  B r i t i s h  b u re a u c ra c y . A lthough  a  number o f  o th e r  s tu d i e s  have 
a s s e s s e d  th e  im p ac t o f  m u l t in a t io n a l  in v e s tm e n t on in d iv id u a l  n a t io n a l  
econom ies, few have p ro v id e d  such  a  d e t a i l e d  i n s i g h t  i n to  th e  p o l i t i c a l  
e f f e c t s  o f  f o r e ig n  in v e s t in g  c o rp o ra t io n s  on th e  h o s t  n a t io n .
The scope o f  th e  p r e s e n t  s tu d y  i s  r a t h e r  w id e r  th a n  H odge’s ,  i n  
t h a t  i t  exam ines th e  developm ent o f  b i l a t e r a l  r e l a t i o n s  o v e r  a  lo n g
h i s t o r i c a l  p e r io d  ( ro u g h ly  from  th e  F i r s t  W orld War t o  th e  p r e s e n t  d a y ) , 
and  c o n s id e r s  th e  e f f e c t  o f  th e  m u l t in a t io n a l  c o r p o r a t io n  n o t o n ly  on 
h o s t  governm ent p o l i c i e s  b u t on th e  t o t a l  r e l a t i o n s h i p  betw een two 
n a t io n s .  W hile Hodges so u g h t to  e x p la in  why th e  p re s e n c e  o f  U .S . 
m u l t in a t io n a l s  i n  B r i t a i n  f a i l e d  to  g e n e ra te  p o l i t i c a l  p ro b le m s , t h i s  
s tu d y  on th e  c o n t r a r y  w i l l  t r y  to  s u g g e s t some re a s o n s  why th e  p re s e n c e  
o f  J a p a n e se  f irm s  in  S o u th e a s t A sia  h as  become a  c o n t r o v e r s i a l  and 
p o l i t i c a l l y  ch arg ed  i s s u e .
In  o rd e r  to  do t h i s  we s h a l l  fo c u s  a t t e n t i o n  on f i v e  f a c t o r s  
w hich , i t  may be a rg u e d , d e te rm in e  th e  in f lu e n c e  o f  " n o n -g o v e m m e n ta l 
t r a n s n a t io n a l  a c to r s "  l i k e  th e  m u l t in a t io n a l  c o r p o r a t io n  on i n t e r ­
n a t io n a l  r e l a t i o n s .
1. F i r s t l y ,  we m ust c o n s id e r  th e  r e l a t i v e  w e a lth  and l e v e l  o f  
developm ent o f  th e  two s t a t e s  u n d e r  c o n s id e r a t io n .  As many 
t h e o r i s t s  o f  th e  m u l t in a t io n a l  have s u g g e s te d , th e  p o l i t i c a l  
e f f e c t s  o f  m u l t in a t io n a l  f irm s  from  one d ev e lo p ed  c o u n try  
in v e s t in g  i n  a n o th e r  dev e lo p ed  c o u n try  te n d  to  be d i f f e r e n t  
from  th e  consequences w hich a r i s e  when th e  same f irm s  i n v e s t  
in  l e s s  dev e lo p ed  r e g io n s  o f  th e  w o rld .
In  th e  ca se  o f  J a p a n 's  r e l a t i o n s h ip  w ith  In d o n e s ia  we hav e  a  
s i t u a t i o n  in  w hich one c o u n try  (Jap an ) h a s  c o n s i s t e n t l y  been  
r i c h e r ,  more i n d u s t r i a l i s e d  and more e c o n o m ic a lly  dynam ic 
th a n  th e  o th e r  ( I n d o n e s ia ) .  T h ro u g h o u t, t h i s  h a s  b een  th e  
c e n t r a l  f a c t  i n  u n d e rs ta n d in g  th e  n a tu r e  o f  t h e i r  r e l a t i o n ­
s h ip .  A lthough  Japan  i s ,  o f  c o u rs e ,  to  some e x te n t  d ep en d e n t 
on and in f lu e n c e d  by In d o n e s ia ,  th e  flow  o f  in f lu e n c e  in  th e  
o p p o s ite  d i r e c t i o n  i s  f a r  s t r o n g e r .  I n  s im p le  te rm s  we can  
say  t h a t  i t  i s  Jap an  whose i n t e r e s t s  have expanded in t o
S o u th e a s t A s ia ,  n o t v ic e  v e r s a .  Ja p a n e se  com panies have 
so u g h t o u t in v e s tm e n t and t r a d e  o p p o r tu n i t i e s  in  I n d o n e s ia ,  
b u t th e r e  h a s  been  v e ry  l i t t l e  a c t i v i t y  by. In d o n e s ia n  com­
p a n ie s  i n  Ja p a n . Aid and p r iv a t e  in v e s tm e n t have flow ed  from  
Jap an  to  In d o n e s ia ,  n o t  th e  o th e r  way ro u n d . Even in  th e  
p re -w a r  p e r io d ,  when m ig ra tio n  p ro v id e d  sm o th e r l i n k  be tw een  
th e  two n a t io n s ,  i t  was n o t  em ploym ent-seek ing  m ig ra t io n  
from  th e  p o o re r  c o u n try  to  th e  r i c h e r ,  b u t  e n t r e p r e n e u r i a l  
e m ig ra tio n  from  Jap an  to  In d o n e s ia  r a t h e r  s im i l a r  to  th e  
m ig ra tio n  o f  W estern  E uropeans to  S ou th  A m erica o r  o f  
R u ss ia n s  to  S ib e r i a  i n  th e  e a r l y  p a r t  o f  t h i s  c e n tu ry .
2 . S eco n d ly , we m ust lo o k  a t  th e  n a tu re  and  aim s o f  th e  t r a n s ­
n a t io n a l  a c to r s  th em se lv es  -  i n  t h i s  c a s e  Ja p a n e se  m u l t i ­
n a t io n a l  com pan ies. H ere we m ust b e a r  i n  mind th e  c o n f l i c t ­
in g  th e o r i e s  which have been  p u t fo rw a rd  ab o u t th e  im p a c t o f  
th e  m u l t in a t io n a l  f irm  on l e s s  d ev e lo p ed  c o u n t r i e s .  On th e  
one hand th e r e  have been th o se  who p re s e n te d  th e  m u l t i ­
n a t io n a l  f irm  a s  an  "en g in e  o f  developm ent" c h a n n e l l in g
( 7 )c a p i t a l  and te ch n o lo g y  from r i c h e r  to  p o o re r  n a t io n s  . On 
th e  o th e r  hand t h i s  view  h as  been  c o n t r a d ic te d  by  th o s e  who 
saw th e  m u l t in a t io n a l  r a t h e r  as  su ck in g  w e a lth  o u t o f  th e  
l e s s  d e v e lo p ed  c o u n tr ie s  by means o f  r e p a t r i a t e d  p r o f i t s ,  
t r a n s f e r  p r ic in g  e t c . ,  th e re b y  p e r p e tu a t in g  th e  p o v e r ty  o f  
th e  p o o r e s t^ ^ ) . A f u r t h e r  i n t e r e s t i n g  ap p ro ac h  h a s  b een
( 9 )t h a t  o f  S tephen  Hymer , who a rg u ed  t h a t  th e  m u l t in a t io n a l  
c o rp o ra t io n  was c r e a t in g  a  dynam ic b u t i n h e r e n t ly  u n e q u a l 
d i s t r i b u t i o n  o f  economic power th ro u g h o u t th e  w o rld . A ccord ­
in g  to  Hymer' s  m odel, u n d er a  m u l t in a t io n a l  system  c e n t r a l
d e c is io n  m aking f u n c t io n s  become in c r e a s in g ly  c o n t r o l l e d  
from  a  h a n d fu l o f  m e tr o p o l i ta n  c e n t r e s  i n  th e  dev e lo p ed  
w o rld ; m id d le - le v e l  m a n a g e ria l f u n c t io n s  a r e  d i s t r i b u t e d  to  
v a r io u s  r e g io n a l  c e n t r e s  i n  b o th  N orth  and S o u th ; w h ile  th e  
m a jo r i ty  o f  u rb a n  a r e a s  i n  th e  l e s s  d e v e lo p e d  c o u n t r i e s  
become c e n t r e s  o n ly  f o r  th e  m ost r o u t in e  ta s k s  o f  d a y - to -d a y  
m anagem ent. W hile t h i s  s tu d y  w i l l  n o t  a t te m p t a  d e t a i l e d  
a n a ly s i s  o f  th e  im pact o f  th e  Ja p a n e se  m u l t in a t io n a l  on 
In d o n e s ia n  econom ic dev e lo p m en t, some b ro a d  a sse ssm e n t o f  th e  
re le v a n c e  o f  th e s e  t h e o r i e s  to  o u r c a se  s tu d y  i s  n e c e s s a ry  i f  
we a r e  to  re a c h  any c o n c lu s io n s  a b o u t th e  im pact o f  th e  
m u l t in a t io n a l  f irm  on J a p a n e s e - In d o n e s ia n  r e l a t i o n s .
A second  p o in t  o f  some im p o rtan ce  i s  th e  e x te n t  to  w hich  
th e  a c t i v i t i e s  o f  m u l t in a t io n a l  com panies have been  accom­
p a n ie d  by o th e r  form s o f  econom ic, p o l i t i c a l  o r  h i s t o r i c a l  
c o n ta c ts  betw een th e  two n a t io n s .  C le a r ly ,  a  r e l a t i o n s h i p  
w hich h a s  b een  c r e a te d  p r i n c i p a l l y  by th e  t r a d e  and i n v e s t ­
ment a c t i v i t i e s  o f  l a r g e  f irm s  w i l l  be v e ry  d i f f e r e n t  from  
a  r e l a t i o n s h i p  w hich  i s  b ased  on m i l i t a r y  a l l i a n c e ,  c u l t u r a l  
c o n ta c t s ,  o r  sh a re d  p o l i t i c a l  i d e a l s .  H ere i t  m ust a g a in  be 
em phasised  t h a t  Jap an ese  f irm s  have a t  some s ta g e s  p ro v id e d  
a lm o st th e  o n ly  l i n k  betw een Jap an  and In d o n e s ia .  In  th e  
p re -w a r  y e a r s ,  i t  i s  t r u e ,  th e  two c o u n t r i e s  w ere a l s o  
c o n n e c te d  by a  sm a ll f lo w  o f  Jap an ese  m ig ra t io n ,  and d u r in g  
th e  Second W orld War th e  Jap an ese  in v a s io n  o f  S o u th e a s t  A s ia  
d r a m a t ic a l ly  re v e r s e d  th e  s i t u a t i o n  to  make p o l i t i c a l  an d  
m i l i t a r y  c o n s id e r a t io n s  p rim a ry . B ut s in c e  1945» t r a d e  and  
in v e s tm e n t have been th e  c o rn e rs to n e  o f  th e  Ja p a n e se -
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In d o n e s ia n  r e l a t i o n s h i p .  Going back  to  o u r  com parison  w ith  
H od g e 's  s tu d y ,  i t  can  be a rg u e d  t h a t  one o f  th e  re a s o n s  why 
U .S . in v e s tm e n t i n  B r i t a i n  h as  n o t  become p o l i t i c a l l y  s a l i e n t  
i s  t h a t  r e l a t i o n s  betw een th e  U .S . and B r i t a i n  e x i s t  a t  such  
a  m u l t i tu d e  o f  l e v e l s ;  c u l t u r a l  l i n g u i s t i c ,  p o l i t i c a l  and 
m i l i t a r y ,  a s  w e ll a s  econom ic. C o n v e rse ly , th e  la c k  o f  non­
economic l i n k s  betw een Ja p a n  and  S o u th e a s t A s ia  h a s  te n d e d  to  
h e ig h te n  th e  p o l i t i c a l  im pact o f  Jap an ese  com panies in  In d o n e s ia ,
3.___ N ex t, we m ust c o n s id e r  th e  r e l a t i o n s h i p  w hich  e x i s t s  betw een  
Ja p a n e se  com panies and th e  Jap an ese  governm en t. As K a is e r  
has i n d i c a te d ,  th e  p r e - r e q u i s i t e s  f o r  " t r a n s n a t i o n a l  p o l i t i c s "  
a r e  n o t  o n ly  a  h ig h  d eg ree  o f  h o r iz o n ta l  s o c i a l  i n t e r a c t i o n  
betw een  n a t io n s ,  b u t a l s o  a  h ig h  d eg ree  o f  v e r t i c a l  i n t e r ­
a c t io n  betw een  governm ent and s o c ie ty  i n  th e  v a r io u s  c o u n t r i e s  
co n c e rn e d ^ ^ ^ ) . H odges, p a ra p h ra s in g  K a i s e r 's  a rg u m e n ts , 
e x p re s s e s  th e  argum ent a s  fo l lo w s :
"A t th e  same tim e a s  te c h n o lo g ic a l  developm en ts p e rm it 
a  g r e a t e r  d eg ree  o f  t r a n s n a t io n a l  i n t e r a c t i o n  th e  
in c re a s e  in  v e r t i c a l  i n t e r a c t i o n  betw een s o c i e t i e s  and 
t h e i r  v a r io u s  govern m en ta l i n s t i t u t i o n s ,  c a u se d  by a 
g row ing  d eg ree  o f  in te rv e n t io n is m  on th e  p a r t  o f  
governm ent (and  hence a  g r e a t e r  s e n s i t i v i t y  to  e n v iro n ­
m e n ta l d is tu rb a n c e s )  and by th e  a d v e n t o f  m ass demo­
c ra c y  (w hich o b l ig e s  governm ent to  d e a l  w ith  su ch  
d is tu rb a n c e s  in  o rd e r  to  p re s e rv e  e l e c t o r a l  s u p p o r t)  
r e n d e r s  th e  n a t i o n - s t a t e  much more s e n s i t i v e  to  t r a n s -r
n a t io n a l  a c t i v i t y  th a n  was h i t h e r t o  th e  c a se
A cco rd ing  to  t h i s  a rg u m en t, we sh o u ld  e x p e c t th e  a c t i v i t i e s  
o f  m u l t in a t io n a l  c o rp o ra t io n s  to  have r e l a t i v e l y  few  p o l i t i c a l  
r e p e rc u s s io n s  in  c a s e s  w here b o th  h o s t  and  home governm en ts 
in te r v e n e  l i t t l e  in  th e  econom ic l i f e  o f  t h e i r  c o u n t r i e s .  In  
f a c t  i t  i s  p r e c i s e ly  b eca u se  econom ic in t e r v e n t i o n  by g o v e rn ­
m ents h a s  te n d e d  to  in c r e a s e  a lo n g  w ith  th e  developm ent o f
th e  m u l t in a t io n a l  c o r p o r a t io n  t h a t  th e se  c o r p o r a t io n s  have 
become th e  fo cu s  o f  grow ing p o l i t i c a l  c o n c e rn . I t  sh o u ld  
th e r e f o r e  n o t s u r p r i s e  u s  to  l e a m  th a t  J a p a n e se  c o rp o ra ­
t i o n s ,  whose c lo s e  l i n k s  w ith  th e  Jap an ese  g o v e rn in g  s t r u c ­
tu r e  a r e  w e ll  known, sh o u ld  be u n ab le  to  expand  a b ro a d  
w ith o u t s tro n g  i n t e r n a l  and  e x te r n a l  p o l i t i c a l  r e p e r c u s s io n s .
In  th e  c a se  o f  J a p a n e se  com pan ies, how ever, K a i s e r 's  model 
may n eed  some r e v i s i o n .  The id e a  o f  a  " v e r t i c a l "  i n t e r a c t i o n  
betw een  governm en ts  and  p r iv a t e  g roups i s  b a se d  e s s e n t i a l l y  
on W estern  m odels , an d  s u g g e s ts  a  s i t u a t i o n  in  w hich g o v ern ­
ment and  s o c ie ty  a r e  a n a l y t i c a l l y  d i s t i n c t :  p r iv a t e  co m p an ies , 
f o r  exam ple a c t  a s  p r e s s u re  g ro u p s  in  th e  fo rm a tio n  o f  
p o l i c y ,  b u t  governm ents d ec id e  and  im plem ent p o l i c y ,  w hich  in  
tu r n  c o n t r o l s  th e  a c t i v i t i e s  o f  p r iv a t e  f i r m s .  T h is  p a t t e r n  
does n o t  e n t i r e l y  f i t  th e  dynam ics o f  th e  Ja p a n e s e  s t a t e -  
b u s in e s s  r e l a t i o n s h i p .  I t  i s  t r u e  t h a t  J a p a n e se  b u s in e s s  
g ro u p s  o f te n  a c t  a s  p r e s s u re  g ro u p s , and a l s o  t h a t ,  c o n v e r s e ly ,  
t h e i r  in d e p e n d e n t a c t io n s  o f te n  c r e a te  f a i t s  acco m p lis  to  
w hich th e  Ja p a n e se  governm ent m ust r e a c t .  B u t th e r e  i s  a 
wide a r e a  o f  Ja p a n e se  p o l ic y  fo rm a tio n  i n  w h ich  th e  r e l a t i o n ­
s h ip  betw een  governm ent and b u s in e s s  i s  e s s e n t i a l l y  h o r iz o n ta l  
and c o - o p e r a t iv e ,  and th e  e x a c t  lo c u s  o f  d e c is io n -m a k in g  i s  
i n v i s i b l e  to  o u t s id e r s ,  and  p e rh ap s  even to  th e  d e c is io n  
m akers th e m se lv e s . In  P em p e l's  words :
"Though i t  i s  t r a d i t i o n a l  in  p o l i t i c a l  a n a l y s i s  to  
d i s t i n g u i s h  among s t a t e ,  s o c ie ty  and th e  s t r u c t u r a l  
l in k a g e s  betw een  them , i t  would be a  m is ta k e  i n  
a n a ly s in g  Ja p a n e se  p o l i t i c s  to .p re su m e  to o  sh a rp  a  
d i s t i n c t i o n  betw een th e  t h r e e " '
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One c h a p te r  o f  t h i s  s tu d y  w i l l  th e r e f o r e  be  devo ted  to  a  more 
d e t a i l e d  e x a m in a tio n  o f  t h i s  g o v e rn m e n t-b u s in e ss  i n t e r a c t i o n  
and i t s  consequences  f o r  J a p a n 's  r e l a t i o n s h i p  w ith  In d o n e s ia .
4 . The im p o rtan ce  o f th e  l in k a g e s  betw een s t a t e  and s o c ie t y  
a p p l ie s  o f  c o u rse  n o t  o n ly  to  Jap an  b u t  a l s o  to  th e  h o s t  
c o u n try , In d o n e s ia .  B ut on t h i s  s id e  o f  th e  r e l a t i o n s h i p  
th e  s i t u a t i o n  i s  r a t h e r  d i f f e r e n t .
H ere th e  key  f a c t o r  i s  th e  ab sen ce  o f  a  p o w erfu l in d ig e n o u s  
b u s in e s s  c l a s s .  B ecause o f  c e r t a in  h i s t o r i c a l  f a c t o r s  
( e x p la in e d  i n  more d e t a i l  i n  C h a p te r  IV) econom ic pow er in  
In d o n e s ia ,  a s  i n  some o th e r  S o u th e a s t  A sian  c o u n t r i e s ,  h as  
te n d e d  to  become c o n c e n tra te d  i n  th e  hands o f  c i t i z e n s  o f  
C h inese  o r ig i n ,  who m ig ra te d  to  S o u th e a s t  A s ia  d u r in g  th e  
19 th  and e a r l y  2 0 th  c e n t u r i e s .  As a  r e s u l t  o f  t h i s ,  th e  con­
t a c t s  w hich Ja p a n e se  com panies have e s t a b l i s h e d  i n  th e  h o s t  
c o u n try  have been  c h i e f ly  w ith  th e  O verseas C h inese  b u s in e s s  
com m unity, whose p o s i t i o n  a s  a  r e l a t i v e l y  r i c h  r a c i a l  
m in o r i ty  in  a  p o o r c o u n try  i s  p o l i t i c a l l y  h ig h ly  s e n s i t i v e ,  
o r  d i r e c t l y  w ith  members o f  th e  In d o n e s ia n  p o l i t i c a l  and  
m i l i t a r y  e l i t e .  T h is  a g a in  h e lp s  to  e x p la in  th e  p o l i t i c a l  
s a l i e n c e  o f  Jap an ese  in v e s tm e n t in  In d o n e s ia .  An a n a l y s i s  
o f  th e  e f f e c t s  o f  th e se  c o n ta c ts  betw een Ja p a n e se  m u l t i ­
n a t io n a l s  and h o s t  n a t io n  e l i t e s  i s  i n  tu r n  c r u c i a l  t o  o u r 
u n d e rs ta n d in g  o f  th e  im pact o f  Ja p a n  on In d o n e s ia n  d ev e lo p ­
m ent. F o r  a s  W ein ste in  h a s  n o te d :
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"D evelopm ent . . .  i s  n o t  m ere ly  a  m a t te r  o f  in d u s ­
t r i a l i s a t i o n  o r  th e  a c q u i s i t i o n  o f  w e a lth ; i t  in v o lv e s  
a s  w e ll th e  c r e a t io n  o f  i n s t i t u t i o n s  c a p a b le ,  on a  
s e l f - s u s t a i n i n g  b a s i s ,  o f  c h a n n e l l in g  re s o u rc e s  i n to  
more p ro d u c tiv e  u s e s  and  d i s t r i b u t i n g  th e  o u tp u t of 
t h a t  p ro c e s s  to  th e  p o p u lace  i n  a  way th a t  w i l l  win 
s u f f i c i e n t l y  d i f f u s e  su p p o r t to  m a in ta in  th e  sy stem . 
T h is  m eans, among o th e r  t h i n g s ,  th e  e s ta b l is h m e n t  o f  
a  b u re a u c ra c y  w hich can be r e l i e d  upon to  im plem ent 
p o l i c i e s  w ith  a  r e a s o n a b le  d eg ree  o f  c o n s is te n c y ;  th e  
c u l t i v a t i o n  o f  a  b ro a d  b ase  o f  e n t r e p r e n e u r i a l ,  
m a n a g e ria l and te c h n ic a l  s k i l l ;  th e  developm ent o f  a  
c a p a c i ty  to  r a i s e  c a p i t a l  i n t e r n a l l y  th ro u g h  a n  e f f e c ­
t i v e  ta x  system ; and  . . . th e  c r e a t io n  o f  jo b s  t h a t  
w i l l  e n a b le  th e  m a jo r i ty  o f  th e  p o p u la ce  n o t  o n ly  to  
s u rv iv e  b u t to  be p r o d u c t iv e " \1 5 / .
5 , ._ F in a l ly ,  o u r s tu d y  o f  th e  im p ac t o f  J a p a n e se  c o rp o ra t io n s  on 
J a p a n 's  r e l a t i o n s  w ith  In d o n e s ia  m ust lo o k  beyond th e  geo­
g r a p h ic a l  c o n f in e s  o f  i t s  s u b je c t .  J a p a n 's  econom ic l i n k s  
w ith  S o u th e a s t  A s ia  c a n n o t be u n d e rs to o d  in  i s o l a t i o n  from 
h e r  l i n k s  w ith  th e  r e s t  o f  th e  w o rld . N or can we ig n o re  th e  
r e l a t i o n s h i p  o f  In d o n e s ia  to  o u ts id e  econom ic and p o l i t i c a l  
f o r c e s .
G i lp in  a rg u e s  t h a t  th e  r i s e  o f  t r a n s n a t io n a l  o r g a n is a t io n s  
such  a s  th e  m u l t in a t io n a l  c o r p o r a t io n  i s  n o t  m ere ly  a  con­
sequence o f  te c h n o lo g ic a l  ch an g e , b u t r e f l e c t s  th e  i n t e r e s t s  
o f  th e  dom inant p o l i t i c a l  power o r  pow ers -  in  t h i s  c a s e ,  th e  
U n ite d  S t a t e s : -
"W hether one i s  t a l k i n g  ab o u t s e v e n te e n th -c e n tu ry  
m erch an t a d v e n tu re r s ,  n in e te e n th - c e n tu r y  f in a n c e  
c a p i t a l i s t s ,  o r  tw e n t ie th - c e n tu r y  m u l t in a t io n a l  
c o r p o r a t io n s  t r a n s n a t io n a l  a c to r s  h av e  been a b le  to  
p la y  an im p o r ta n t r o l e  in  w orld  a f f a i r s  because  i t  
h a s  been  in  th e  i n t e r e s t  o f  th e  p redom inan t o r  
hegem onic powers f o r  them to  do s o " '^ '^ - '.
An e x a m in a tio n  o f J a p a n 's  r e l a t i o n s h i p  w ith  In d o n e s ia  s u g g e s ts  
t h a t  such  o u ts id e  p o l i t i c a l  f o r c e s  have o f te n  been th e  
d e c is iv e  f a c t o r s  in  sh a p in g  th a t  r e l a t i o n s h i p .  In  th e  p re -w ar
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p e r io d ,  th e  advance o f  J a p a n e se  b u s in e s s  i n t e r e s t s  i n t o  
S o u th e a s t A sia  was checked by th e  o p p o s i t io n  o f  th e  dom inan t 
W estern  pow ers. In  th e  p o s t-w a r  p e r io d  on th e  c o n t r a r y  th e  
U .S .A ., a s  th e  m ost p o w erfu l fo rc e  i n  much o f E a s t  and  S o u th ­
e a s t  A s ia ,  e x p r e s s ly  s a n c tio n e d  and encou raged  th e  ex p an sio n  
o f J a p a n e se  m u l t in a t io n a l  c o r p o r a t io n s  in t o  I n d o n e s ia ,  a t  th e  
same tim e h e lp in g  to  s e c u re  th e  econom ic and  s t r a t e g i c  con­
d i t i o n s  w hich made such  ex p an sio n  p o s s i b le .  W ith th e  d e c l in e  
o f  U .S . in f lu e n c e  i n  A sia  new power p a t t e r n s  a r e  em erg ing  
w hich w i l l  have an e q u a l ly  p ro fo u n d  e f f e c t  on th e  r o l e  o f  
J a p a n e se  com panies i n  S o u th e a s t A s ia .  In  p a r t i c u l a r ,  we 
s h a l l  need  to  c o n s id e r  th e  im p ac t w hich th e  developm ent o f  
J a p a n 's  econom ic r e l a t i o n s  w ith  C hina may have  on th e  f u tu r e  
o f  Jap an ese  in v e s tm e n t i n  In d o n e s ia ,  and  o f  th e  J a p a n e s e -  
I n d o n e s ia  r e l a t i o n s h i p  a s  a  w hole.
I t  has been  norm al f o r  works on th e  m u l t in a t io n a l  sp re a d  o f  
Ja p a n e se  b u s in e s s  to  ta k e  th e  m id -19 6 0 's  a s  t h e i r  s t a r t i n g  p o in t ,  b u t  
h e re  we s h a l l  b e g in  by lo o k in g  a t  th e  v e ry  e a r l i e s t  v e n tu re s  o f  Ja p a n e se  
c o r p o r a t io n s  in  S o u th e a s t  A sia  d u r in g  th e  f i r s t  d ecad es  o f  th e  T w e n tie th  
C e n tu ry . Ja p a n e se  in v e s tm e n t in  In d o n e s ia  i n  th e  p re -w a r  p e r io d  w as, 
o f c o u r s e ,  on a  v e ry  sm a ll s c a le  when com pared w ith  p o s t-w a r  i n v e s t ­
m e n ts . There a r e ,  how ever, a  number o f re a s o n s  to  b e l ie v e  t h a t  th e  
p re -w a r  a c t i v i t i e s  o f  Jap an ese  " m u l t in a t io n a ls "  a r e  r e le v a n t  to  th e  
p r e s e n t  s tu d y . Some w r i t e r s  on th e  w e s te rn  m u l t in a t io n a l  c o r p o r a t io n  
have t r i e d  to  draw up a  t h e o r e t i c a l  fram ew ork f o r  r e s t r i c t i n g  t h e i r
( 15)a n a l y s i s  to  p o s t-w a r  developm ents , B ut th e  c o n t r a s t s  w hich th e y  
make betw een th e  "m odem " m u l t in a t io n a l  and i t s  p re -w a r  f o r e b e a r s  a r e  
l e s s  a p p l ic a b le  in  th e  case  o f  J a p a n e se  c o r p o r a t io n s  th a n  th e y  a r e  in
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th e  c a s e  o f  A m erican m u l t i n a t io n a l s .  F o r  exam ple, w h ile  U .S . f irm s  
have in v e s te d  m a in ly  in  d e v e lo p ed  c o u n t r i e s  s in c e  th e  Second W orld War, 
th e  b u lk  o f  J a p a n 's  f o r e ig n  in v e s tm e n ts  a r e  s t i l l  i n  l e s s  d ev e lo p ed  
c o u n t r i e s .  A gain , th e  g r e a t  t r a d in g  com p an ies , w hich have lo n g  s in c e  
cea se d  to  be a  fo r c e  in  th e  ou tw ard  ex p an s io n  o f  w e s te rn  b u s in e s s ,  
s u rv iv e  i n  a  u n iq u e  form  i n  Ja p a n , and  have been  a  m a jo r f a c t o r  b eh in d  
th e  p o s t-w a r  ex p an s io n  o f  Jap an ese  in v e s tm e n t .  W hether th e s e  d i f f e r e n c e s  
betw een  th e  Jap an ese  m u l t in a t io n a l  f irm  and i t s  w e s te rn  c o u n te r p a r ts  
a re  j u s t  c u r io u s  an a c h ro n ism s , o r  w h eth er th e y  a re  r a t h e r  e n d u rin g  
f e a tu r e s  o f  J a p a n 's  econom ic s t r u c t u r e ,  i s  a  p o in t  w hich w i l l  be d i s ­
cu sse d  l a t e r  i n  t h i s  s tu d y .  The im p o r ta n t f a c t  to  be n o te d  h e re  i s  
t h a t ,  i n  s p i t e  o f  g r e a t  changes i n  th e  scope and s t y l e  o f  t h e i r  
a c t i v i t i e s ,  th e re  i s  an  elem en t o f  c o n t in u i t y  betw een p re -w a r  and  p o s t ­
war J a p a n e se  o v e rse a s  in v e s tm e n ts .  T h is  c o n t in u i t y  i s  em phasised  by 
th e  f a c t  t h a t  s e v e r a l  o f  th e  p r in c i p a l  com pan ies, and some o f  th e  
i n d i v id u a l s ,  who in f lu e n c e d  J a p a n 's  p o s t-w a r  in v e s tm e n t i n  S o u th e a s t 
A sia  had  a l r e a d y  been  a c t iv e  i n  th e  re g io n  b e fo re  th e  Second W orld War.
By e x te n d in g  o u r h i s t o r i c a l  p e r s p e c t iv e  backw ards to  th e  1 9 2 0 's  
and 1 9 3 0 's  we can  s e e  how th e  r o le  o f  th e  Ja p a n e se  c o rp o ra t io n  o v e rs e a s  
has b een  shaped by th e  p o l i t i c a l  ch anges o f  th e  tw e n t ie th  c e n tu ry  : 
changes i n  Ja p a n , from  n a sc e n t dem ocracy to  m i l i t a r y  r u l e  to  w e s te m -  
s t y l e  p a r l ia m e n ta ry  governm ent; in  th e  h o s t  c o u n try  In d o n e s ia ,  from  
c o lo n ia l  s t a t u s  to  in d e p en d en t n a tio n h o o d , and  ( i n  th e  p o s t- in d e p e n d e n c e  
p e r io d )  from S u k a rn o 's  G uided Democracy to  th e  v e ry  d i f f e r e n t  p o l i t i c a l  
s t y l e  o f  th e  S u h a rto  reg im e.
An ex ten d ed  h i s t o r i c a l  p e r s p e c t iv e  a l s o  e n a b le s  u s  to  a p p r e c ia te  
th e  p re c o n c e p tio n s  w hich  mould r e a c t io n s  to  th e  Ja p a n e se  c o rp o ra t io n  
and i t s  r o le  in  S o u th e a s t  A s ia . T h is  i s  v i t a l  b e c a u se , to  q u o te  from  
Hodges a g a in ,  "a  d e c i s io n  maker w i l l  . . . p ro c e s s  ' r e a l '  e v e n ts  in
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a c c o rd a n c e  w ith  th e  a t t i t u d e s  he h a s  form ed on th e  s u b je c t  a s  a  r e s u l t  
o f  h i s  p a s t  e x p e r i e n c e " ^ A n  u n d e rs ta n d in g  o f  th e  way in  w hich  
J a p a n 's  r e l a t i o n s h i p  w ith  In d o n e s ia  has d e v e lo p e d  in  th e  tw e n tie th  
c e n tu ry  i s  e s s e n t i a l  when a s s e s s in g  th e  r e a c t io n  o f  v a r io u s  s e c to r s  o f  
In d o n e s ia n  s o c ie t y  to  th e  p re se n c e  o f  J a p a n e se  c o r p o r a t io n s ,  and  a l s o  
th e  r e a c t io n  o f  Jap an ese  b u s in e s s  and p o l i t i c a l  le a d e r s  to  p rob lem s 
c r e a te d  by  th a t  p re s e n c e .
One o th e r  d e p a r tu r e  from  norm al p r a c t i c e  sh o u ld  a ls o  be n o te d  
h e r e .  The co n ce p t o f  th e  m u l t in a t io n a l  f i rm , w hich  i s  d e r iv e d  m a in ly  
from  th e  A m erican m odel, i s  s p e c i f i c a l l y  r e l a t e d  to  th e  r o le  o f  com­
p a n ie s  a s  o v e rs e a s  i n v e s t o r s . T rad e  t r a n s a c t io n s  a r e  u s u a l ly  ta k e n  
i n t o  c o n s id e r a t io n  o n ly  when th e y  a re  a  d i r e c t  consequence o f  i n v e s t ­
m en t. In  th e  c a s e  o f  Ja p a n e se  m u l t in a t io n a l s ,  how ever, i t  i s  d i f f i c u l t
and som etim es m is le a d in g  to  make su ch  a  sh a rp  s e p a r a t io n  betw een
Cl7)in v e s tm e n t a c t i v i t i e s  and  t r a d e .  As G regory  C la rk  '  h as p o in te d  o u t ,  
th e  o v e rse a s  in v e s tm e n ts  o f  Ja p a n e se  com panies can  be c h a r a c te r i s e d  a s  
" t r a d e  o r i e n t a t e d " .  In  o th e r  w o rd s, w h ile  A m erican com panies have  
te n d ed  to  in v e s t  ab ro ad  to  maximise r e tu r n s  on t h e i r  te c h n ic a l  an d  
m a n a g e r ia l s k i l l s ,  J a p a n e se  com panies have te n d e d , i n  th e  p a s t  a t  
l e a s t ,  to  view  t h e i r  o v e rse a s  in v e s tm e n t a s  p a r t  o f  an  o v e r a l l  t r a d e  
s t r a t e g y .  The e x is te n c e  in  Jap an  o f  th e  pow erfu l g e n e r a l  t r a d in g  com­
p a n ie s  h a s  a c c e n tu a te d  t h i s  f u s io n  o f  t r a d e  and in v e s tm e n t i n t e r e s t s .  
The in f lu e n c e  o f  Ja p a n e se  com panies i n  sh a p in g  th e  r e l a t i o n s h ip  
betw een Japan  and  S o u th e a s t A sia  can  th e r e f o r e  o n ly  be u n d e rs to o d  i f  
we c o n s id e r  t h e i r  p o s i t i o n  a s  in v e s to r s  in  c o n ju n c tio n  w ith  t h e i r  r o le  
i n  h a n d lin g  S o u th e a s t  A s i a 's  t r a d e ,  b o th  w ith  J a p a n  i t s e l f  and w ith  th e  
r e s t  o f  th e  w o rld .
f  ;(•/ SATH
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I .  THE BEGINNING: JAPANESE COMPANIES IN THE DUTCH EAST INDIES
The in t r o d u c t io n  o u t l in e d  f iv e  m ain  a r e a s  o f  i n t e r e s t ,  w hich i t  
was s u g g e s te d ,  would h e lp  us to  u n d e rs ta n d  th e  in f lu e n c e  o f  J a p a n e se  
com panies on th e  econom ic and p o l i t i c a l  r e l a t i o n s h i p  betw een Ja p a n  and 
In d o n e s ia .  In  t h i s  c h a p te r  we s h a l l  u s e  t h i s  fram ew ork in  an a t te m p t 
to  e x p la in  th e  way in  w hich th e  r e l a t i o n s h i p  d ev e lo p ed  up to  and d u r in g  
th e  Second W orld War.
The W idening G u lf
In  th e  y e a rs  im m ed ia te ly  b e fo re  th e  Second W orld W ar, th o s e  who 
w ished  to  j u s t i f y  J a p a n ’s  southw ard  ex p an s io n  l i k e d  to  em phasise  th e  
a n c ie n t  t i e s  w hich bound Jap an  to  S o u th e a s t A s ia .  They spoke o f  th e  
t r a d e  w hich  f lo u r i s h e d  betw een  Japan  and  th e  "Nanban" (S o u th e rn  B a rb a r ia n s )  
i n  th e  day s o f  Toyotomi H id ey o sh i (1536-98) and Tokugawa le y a s u  ( l5 4 2 -  
1616) ;  th e y  r e c a l l e d  th e  a d v e n tu re s  o f  Yamada Nagamasu, a  Ja p a n e se  
s e t t l e r  who p la y ed  an  i n f l u e n t i a l  p a r t  i n  th e  p o l i t i c s  o f  I 6 th  c e n tu ry  
Siam ; th e y  even p ro p a g a te d  an  e x t r a o r d in a r y  th e o ry  t h a t  th e  m i l i t a n t l y  
Muslim A chenese o f  N orth  Sum atra were d e sc e n d a n ts  o f  em igre Ja p a n e se  
Sam urai ̂   ̂ \
From a  modern p o in t  o f v iew ; how ever th e  s i g n i f i c a n t  f a c t  i s  t h a t  
th e r e  was so l i t t l e  c o n ta c t  betw een Jap an  and S o u th e a s t  A sia  u n t i l  th e  
l a t e  n in e te e n th  c e n tu ry .  I t  c o u ld  be a rg u e d , o f  c o u r s e ,  t h a t  Jap an  
was a r t i f i c i a l l y  i s o l a t e d  from th e  r e s t  o f  A sia  by th e  p o l ic y  o f  
s e c lu s io n  (sakoku) e n fo rc e d  by J a p a n 's  r u l e r s  from  th e  m id -se v e n te e n th  
c e n tu ry  u n t i l  th e  I 8 6 0 's .  Yet i n  a se n se  th e  v e ry  f a c t  t h a t  i t  was 
p o s s ib le  to  e n fo rc e  such  a  p o l ic y  a t  a tim e  when t r a d e  ro u te s  to  th e  
so u th  w ere w e ll e s t a b l i s h e d  and e a s i l y  n a v ig a b le  i n d i c a t e s  how l i t t l e  
th e  Ja p a n e se  economy needed S o u th e a s t A s ia  (and v ic e  v e rs a )  u n t i l  th e  
b e g in n in g  o f  th e  M e ij i  E ra  (1 8 6 8 -1 9 1 2 ). J a p a n 's  i s o l a t i o n  from S o u th -
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e a s t  A s ia  was c u l t u r a l  a s  w e ll a s  econom ic. I t  i s  t r u e  t h a t  c e r t a i n  
a s p e c ts  o f  th e  Ja p a n e se  s o c i a l  s t r u c t u r e  a p p e a r  to  re se m b le  th o se  o f  
some S o u th e a s t  A sian  c u l tu r e s  -  a  consequence p e rh ap s  o f  e a r l y  a n th ro ­
p o lo g ic a l  l i n k s ,  o r  p e rh a p s  o f  th e  im p o rtan ce  o f  w e t - r ic e  c u l t i v a t i o n  
f o r  a l l  th e s e  s o c i e t i e s .  But th e  f a c t  rem a in s  t h a t ,  w h ile  Ja p a n e se  
c u l tu r e  r e t a i n s  th e  deep im p r in t  o f  e a r l i e r  c o n ta c ts  w ith  C h ina and 
K o rea , c o n n e c tio n s  w ith  S o u th e a s t A sia  w ere f a r  more te n u o u s . In  th e  
e a r ly  y e a r s  o f  m o d e rn is a tio n , when Jap an  became f a m i l i a r  w ith  W estern  
s o c ie ty  and t r a d i t i o n s .  S o u th e a s t A sian  c u l tu r e  rem ained  an  unknown 
q u a n t i ty .  Thus when J a p a n 's  g r e a t  t r a d in g  com panies began to  send 
e m is s a r ie s  to  Jav a  i n  th e  l a t e  n in e te e n th  c e n tu ry ,  i t  was found 
n e c e s s a ry  to  r e p o r t ,  n o t  o n ly  on econom ic m a t te r s ,  b u t a l s o  on Ja v an ese  
s o c ie t y ,  f o r ,  a s  one o f  them e x p la in e d , " th e  c h a r a c te r  o f  th e  c o u n try  
i s  q u i t e  u n u s u a l, and  to  Jap an ese  eyes i t  h a s  many e x t r a o r d in a r y  
f e a t u r e s " .
I t  sh o u ld  a l s o  be em phasised  t h a t  g r e a t  d i f f e r e n c e s  i n  th e  l e v e l s  
o f  econom ic developm ent in  Japan  and th e  D utch E a s t  I n d ie s  a l r e a d y  
e x i s t e d  b e fo re  J a p a n  em barked on a  p a th  o f  r a p id  m o d e rn is a tio n  and 
i n d u s t r i a l i s a t i o n  from  th e  1 8 6 0 's  onward. In  J a v a ,  th e  m id -n in e te e n th  
c e n tu ry  marked th e  c lo s in g  phase o f  th e  s o - c a l l e d  " C u ltu re  System " 
u n d e r  w hich th e  s t r u c t u r e  o f  Jav an ese  a g r i c u l tu r e  had  been  re s h a p e d  to  
m eet th e  grow ing need  f o r  t r o p i c a l  p roduce ( s u g a r ,  c o f f e e ,  e t c . )  i n  
th e  M other C o u n try . The I n d ie s '  economy was th e r e f o r e  i n t e g r a t e d  in to  
a  c o lo n ia l  system  u n d e r  w hich a l l  th e  m ost dynam ic s e c to r s ,  su c h  a s  
t r a d e  and p l a n t a t i o n  a g r i c u l t u r e ,  were dom inated e i t h e r  by th e  D utch 
o r  by th e  o v e rs e a s  C h in e se . The Jap an ese  economy, on th e  o th e r  h an d , 
had been  i s o l a t e d  from  th e  o u ts id e  w orld  f o r  a lm o s t two c e n t u r i e s .
The r e l a t i v e  peace  and s t a b i l i t y  w hich th e  c o u n try  had  en jo y ed  d u r in g  
t h a t  p e r io d  o f  i s o l a t i o n  had g iv e n  r i s e  to  v a r io u s  s o c i a l  and econom ic
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d e v e lo p m en ts , in c lu d in g  th e  g row th  o f  a  s t r o n g  and  in d ig e n o u s  m e rc a n t i le  
c l a s s  and  th e  sp re a d  o f  e d u c a tio n .
T hese c irc u m s ta n c e s  p ro v id ed  th e  fo u n d a tio n  f o r  th e  m arked d iv e r ­
gence i n  th e  econom ic h i s to r y  o f  th e  two c o u n t r i e s  d u r in g  th e  l a t e  
n in e te e n th  and e a r ly  tw e n t ie th  c e n tu r ie s .  U n t i l  th e  F i r s t  W orld War, 
th e  D utch governm ent showed l i t t l e  i n t e r e s t  in  th e  i n d u s t r i a l i s a t i o n  
o f th e  I n d i e s ,  and d i r e c te d  i t s  a t t e n t i o n  m a in ly  to  f o s t e r in g  th e  p ro ­
d u c tio n  and  e x p o r t o f  raw m a te r ia l s  r e q u ir e d  by th e  W est -  f i r s t l y  s u g a r ,  
c o f f e e ,  s p ic e s  e t c . ,  and su b se q u e n tly  a l s o  ru b b e r ,  b a u x i te  and  crude
o i l .  W hile some c o lo n ia l  a d m in is t r a to r s  were co n ce rn ed  w ith  th e  s o c i a l  
w e lfa re  o f  th e  In d o n e s ia n  p o p u la t io n ,  th e r e  was no a t te m p t to  t r a i n  o r  
encou rage  In d o n e s ia n s  to  p a r t i c i p a t e  in  th e  developm ent o f  an  in d e p e n d e n t 
economy. T hus, w h ile  th e  fo re ig n -o w n ed  s e c t io n  o f  th e  economy grew and 
m odern ised , th e  in d ig e n o u s  a g r i c u l t u r a l  economy w hich a f f e c t e d  th e  
g r e a t  m a jo r i ty  o f  th e  p o p u la tio n  rem ained  r e l a t i v e l y  s t a t i c ^ ^ ^ .
By c o n t r a s t ,  i n  J a p a n , from 1868 onwards a l l  th e  e f f o r t s  o f  g o v e rn ­
ment and b u re a u c ra c y  were d i r e c te d  tow ards th e  i n d u s t r i a l i s a t i o n  an d  
m o d e rn is a tio n  o f  th e  n a t io n a l  economy. In  th e  y e a r s  from  1910 to  1938 
th e  number o f  f a c t o r y  w orkers in  Jap an  more th an  d o u b le d , and m anufac­
tu r in g  o u tp u t in c re a s e d  s i x - f o l d .  In  some s e c to r s  o f  th e  economy d ev e lo p ­
ment was even more d ra m a tic ;  p ro d u c tio n  o f  m e ta ls  and  m ach inery  
in c re a s e d  more th a n  n in e - f o ld ,  and p ro d u c tio n  o f  c h em ica ls  and  ce ra m ics  
more th a n  tw e lv e - fo ld ^ ^ ^ .
P e rh ap s  th e  c l e a r e s t  in d i c a t io n  o f  th e  econom ic im balance betw een 
Japan  and th e  D utch E a s t I n d ie s  i s  g iv e n  by th e  t r a d e  f ig u r e s  f o r  th e  
1930' s .  I n  1935, f o r  exam ple, Jap an ese  e x p o r ts  to  th e  I n d ie s  amounted 
to  some ¥ 143 m i l l i o n ,  b u t w h ile  t h i s  r e p re s e n te d  a b o u t 30^ o f  th e  E a s t  
I n d ie s  t o t a l  im p o r ts ,  i t  was l e s s  th an  6^  o f th e  t o t a l  v a lu e  o f  J a p a n 's
( 5 )e x p o r ts  , The I n d i e s '  dependence on Jap an  was th e r e f o r e  a l r e a d y  f a r
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g r e a t e r  th a n  J a p a n 's  dependence on th e  I n d ie s ,  These s im p le  econom ic 
s t a t i s t i c s  m oreover c o n c e a l a  whole h o s t  o f  s t r u c t u r a l  and q u a l i t a t i v e  
d i f f e r e n c e s  betw een  th e  econom ies o f  th e  two c o u n t r i e s ;  d i f f e r e n c e s  in  
s ta n d a r d s  o f  l i v i n g ,  in  th e  s p re a d  o f  e d u c a tio n , in  th e  l e v e l  o f  
i n d u s t r i a l  and m a n a g e r ia l  s k i l l s  e t c .  Above a l l ,  w h ile  In d o n e s ia  
rem a in ed  a  co lo n y  o f  th e  W est, Jap an  had a  s t r o n g ,  in d e p e n d e n t a d m in is ­
t r a t i o n  w ith  g row ing  e x p e r ie n c e  i n  i n t e r n a t i o n a l  a f f a i r s ;  and  w h ile  th e  
In d o n e s ia n  economy rem ained  f i r m ly  u n d e r  W estern  c o n t r o l ,  Ja p a n  had  
d ev e lo p e d  th e  g r e a t  i n d u s t r i a l  co n g lo m era tes  known a s  z a i b a t s u , whose 
a c t i v i t i e s  a re  th e  main s u b je c t  o f  t h i s  c h a p te r .
Ja p a n e se  Companies in  th e  D utch E a s t  I n d ie s
B efo re  t r a c in g  th e  developm ent o f  J a p a n 's  econom ic i n t e r e s t - i n  
th e  D utch  E a s t I n d ie s  i t  i s  n e c e s s a ry  to  g iv e  a  b r i e f  d e s c r ip t i o n  o f  
th e  com panies w hich  h e lp e d  to  shape J a p a n 's  e a r l y  r e l a t i o n s h i p  w ith  
S o u th e a s t A s ia .  H ere we s h a l l  c o n c e n tra te  on two i n s t i t u t i o n s  w hich 
d is t in g u is h e d  Ja p an ese  b u s in e s s  from t h a t  o f  o th e r  i n d u s t r i a l i s e d  
n a t io n s  : th e  z a ib a ts u  and  th e  sogo sh o sh a  (g e n e ra l  t r a d in g  com pany).
The term  z a ib a ts u  ( l i t e r a l l y  " f in a n c i a l  c l iq u e " )  i s  a  somewhat 
im p re c is e  one. I n  i t s  w id e s t sen se  i t  i s  u sed  to  d e s c r ib e  a  v e ry
la r g e ,  c e n t r a l i s e d  g roup  o f  e n t e r p r i s e s  c o v e r in g  a  ran g e  o f  econom ic
a c t i v i t i e s ,  in c lu d in g  b an k in g , in s u ra n c e ,  m a n u fa c tu r in g  in d u s t r y ,  t r a d e  
and t r a n s p o r t a t i o n .  But th e r e  a r e  no f ix e d  c r i t e r i a  f o r  d e c id in g  w hich 
g roups w ere o r  w ere n o t  z a i b a t s u . and d i f f e r i n g  l i s t s  o f  z a ib a t s u  may 
be found in  th e  v a r io u s  w orks on th e  s u b je c t^ ^ ^ .  G e n e ra l ly  s p e a k in g  
each  z a ib a ts u  c o n s is te d  o f  a  c e n t r a l i s e d  h o ld in g  company c o n t r o l l i n g  
a  ne tw ork  o f  l a r g e  and  sm a ll s u b s i d i a r i e s  i n  a l l  s e c to r s  o f  th e  
economy. The s u b s i d i a r i e s ,  w hich o f te n  b u t n o t  a lw ays b o re  th e  
z a ib a ts u  name (M its u i  Bank, M its u b is h i  Heavy I n d u s t r y ,  Sumitomo 
C hem icals e t c . )  m ig h t in  tu rn  c o n t ro l  a  l a r g e  number o f  s u b s i d i a r i e s
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o f  t h e i r  own -  i n  Jap an ese  th e s e  a re  r e f e r r e d  to  r e s p e c t iv e l y  a s  
" c h ild -c o m p a n ie s"  and "g ra n d c h ild -c o m p a n ie s" . The z a ib a ts u  th e r e f o r e  
w ie ld e d  enormous in f lu e n c e  th ro u g h o u t th e  p re -w ar Ja p a n e se  economy, 
and w ere to  p la y  a  m ajo r p a r t  i n  J a p a n 's  t r a d e  and in v e s tm e n t i n  S ou th ­
e a s t  A s ia .  I t  sh o u ld  be n o te d  how ever, t h a t  n o t a l l  l a r g e  Ja p a n e se  
f i rm s  a c t iv e  i n  th e  D utch E a s t I n d ie s  b e longed  to  z a ib a t s u  g ro u p in g s . 
Some ( l i k e  D ai N ihon S ugar) w ere s im p ly  in d e p e n d e n t m a n u fa c tu r in g  com­
p a n ie s .  O th e rs  ( l i k e  th e  I s h ih a r a  group) w ere co n g lo m era te s  i n  t h e i r  
own r i g h t ,  b u t  w ere n o t  l a r g e  o r  d iv e rs e  enough to  be d e f in e d  a s  
z a ib a t s u .
The g r e a t  f a m i ly - c o n t r o l le d  z a ib a ts u  such  a s  M its u i ,  M its u b is h i ,  
Sumitomo, Yasuda e t c .  w ere form ed d u r in g  th e  f i r s t  two d eca d es  o f  th e  
tw e n t ie th  c e n tu ry ,  a s  f a m ily  f o r tu n e s  w hich had been  b u i l t  up in  
p a r t i c u l a r  s e c to r s  o f  commerce o r  in d u s t r y  ex ten d ed  t h e i r  in f lu e n c e  
th ro u g h o u t th e  economy. In  th e  1 9 3 0 's , w ith  th e  developm ent o f  heavy 
in d u s t r y ,  a  s l i g h t l y  d i f f e r e n t  ty p e  o f  cong lom era te  em erged . These 
a re  o f te n  r e f e r r e d  to  a s  th e  "New Z a ib a ts u " , and th e y  in c lu d e d  g roups 
such  a s  N issa n  and N is so . A d e t a i l e d  a n a ly s i s  o f  th e  s t r u c t u r e  and  
h i s t o r y  o f  th e  z a ib a ts u  can  be found i n  many works on th e  s u b je c t ,  
b o th  in  E n g lis h  and in  J a p a n e se . Here i t  i s  s u f f i c i e n t  s im p ly  to  
n o te  some o f  th e  m ain f e a t u r e s  w hich d i s t in g u is h e d  th e  z a ib a t s u  from  
t h e i r  W estern  c o m p e ti to r s ,  i . e .  t h e i r  h ig h  d eg ree  o f  c e n t r a l i s a t i o n ,  
t h e i r  d i v e r s i t y  o f  i n t e r e s t s ,  t h e i r  power and in f lu e n c e  i n  th e  Ja p a n e se  
economy, and th e  c lo s e  t i e s  which e x i s t e d  betw een th e  z a ib a ts u  and 
governm ent in  p re -w a r  Ja p a n .
A f u r t h e r  uni,que f e a t u r e  o f  th e  o ld e r  z a ib a ts u  was th e  r o le  o f
th e  z a i b a t s u - r e l a t e d  t r a d in g  company. Each z a ib a ts u  h ad  i t s  own
g e n e ra l  t r a d in g  company ( sogo sh o sh a ) .  w hich n o t o n ly  h a n d le d  th e  t r a d e  
o f  th e  g ro u p 's  m a n u fa c tu r in g  and m ining com pan ies, b u t a l s o  had  a
( 7 )v i t a l  r o l e  in  th e  c o n t r o l  and developm ent o f  th e  z a ib a t s u  a s  a  w h o le ' ,
S ince  th e s e  t r a d in g  com panies were to  p la y  an im p o r ta n t
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p a r t  i n  S o u th e a s t  A s ia  b o th  b e fo re  and a f t e r  th e  Second W orld War, i t  
may be u s e f u l  to  g iv e  a  b r i e f  summary o f  t h e i r  o r ig i n s  an d  f u n c t io n s .
The f i r s t  g e n e ra l  t r a d in g  com panies w ere e s t a b l i s h e d  in  th e  l a t e  
n in e te e n th  c e n tu ry  and w ere to  some e x te n t  m o d e lled  on th e  g r e a t  
W estern m e rc a n t i le  hou ses  w hich  s p e c ia l i s e d  i n  t r a d e  w ith  th e  F a r  E a s t - 
G u th r ie s ,  J a r d in e  M atheson e t c .  L ike  th e s e  com panies, th e  Ja p an ese  
sogo sh o sh a  soon became in v o lv e d  i n  o v e rse a s  d i r e c t  in v e s tm e n t a s  w e ll 
a s  p u re ly  com m ercial v e n tu re s .  B ut th e  scope  and  s c a le  o f  th e  Jap an ese  
com pan ies ' i n t e r e s t s  f a r  o u ts t r ip p e d  th o se  o f  t h e i r  W este rn  c o u n te r ­
p a r t s .  I n  th e  f i r s t  p la c e ,  w h ile  European t r a d in g  com panies r e s t r i c t e d  
t h e i r  a c t i v i t i e s  to  o v e rse a s  t r a d e ,  th e  J a p a n e se  sogo sh o sh a  f o r  
h i s t o r i c a l  re a s o n s  were a l s o  in v o lv e d  i n  th e  o r g a n is a t io n  o f  d o m estic  
p ro d u c tio n  and m a rk e tin g . A second d i f f e r e n c e  r e f l e c t s  th e  e a r ly  
d i f f i c u l t i e s  w hich  Japan  e n c o u n te re d  in  o v e rs e a s  com m ercial t r a n s ­
a c t io n s .  W ith in  th e  W este rn  hem isphere t r a d e  was n o rm a lly  h an d led  
d i r e c t l y  by m a n u fa c tu r in g  f i r m s ,  and W estern  t r a d in g  com panies were 
o n ly  s i g n i f i c a n t  i n  d e a l in g s  w ith  more d i s t a n t  (an d  l e s s  d ev e lo p ed ) 
c o u n t r ie s  where s p e c i a l i s e d  knowledge was c o n s id e re d  n e c e s s a r y .  But 
f o r  Ja p a n , w ith  i t s  h i s t o r i c a l  i s o l a t i o n  from  th e  r e s t  o f  th e  w o rld , 
f o r e ig n  t r a d e  was a lw ays a  s p e c ia l i s e d  o c c u p a tio n  r e q u i r in g  p a r t i c u l a r  
s k i l l s ,  and t r a d i n g  com panies th e r e f o r e  came to  p la y  a  v i t a l  r o le  in  
h a n d lin g  th e  e x t e r n a l  r e l a t i o n s  o f  J a p a n 's  r a p id l y  g row ing  i n d u s t r i e s  
w ith  a l l  p a r t s  o f  th e  w o rld .
L e t us now c o n s id e r  how th e s e  com panies came to  d ev e lo p  f i r s t  
com m ercial and  l a t e r  in v e s tm e n t l in k s  w ith  th e  D utch  E a s t  I n d ie s .  The 
grow th  o f  J a p a n 's  econom ic r e l a t i o n s h ip  w ith  S o u th e a s t  A sia  was n o t  a  
m a t te r  o f  g e o g ra p h ic a l  o r  h i s t o r i c a l  i n e v i t a b i l i t y .  R a th e r ,  i t  was th e  
outcome o f  s p e c i f i c  p o l ic y  d e c is io n s  w ith in  J a p a n , p a r t i c u l a r l y  o f  th e  
d e c is io n  to  m odel J a p a n 's  econom ic, p o l i t i c a l  and  s o c i a l  developm ent
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on th e  p a t t e r n s  o f  th e  W est. The econom ies o f  S o u th e a s t  A s ia  had  been  
d ev e lo p ed  by th e  c o lo n ia l  powers s p e c i f i c a l l y  to  m eet th e  n eed s  o f  th e  
W est. In  th e  c a s e  o f  th e  D utch  E a s t  I n d ie s ,  a s  we have s e e n , t h i s  
in v o lv e d  f i r s t l y  th e  developm ent o f  t r o p i c a l  a g r i c u l t u r a l  p ro d u c ts  such  
a s  s p i c e s ,  s u g a r  and  c o f f e e ,  and l a t e r  (w ith  th e  com ing o f  th e  i n t e r n a l  
com bustion  e n g in e )  o f  i n d u s t r i a l  raw m a te r ia l s  such  a s  ru b b e r  and o i l .  
The h i s t o r y  o f  J a p a n 's  t r a d e  l i n k s  w ith  th e  In d ie s  shows c l e a r l y  how 
Jap an  was fo llo w in g  in  th e  f o o ts te p s  o f  th e  W estern  c o l o n ia l  n a t io n s .
R oughly s p e a k in g , we can  d iv id e  J a p a n 's  p re -w a r  com m ercial r e l a ­
t i o n s  w ith  th e  I n d ie s  in t o  f o u r  p e r io d s : -
( a )  Up to  1954 -  D uring  t h i s  p e r io d  J a p a n 's  m ain i n t e r e s t  in
th e  I n d ie s  was a s  a so u rc e  o f  t r o p i c a l  p roduce  -  p a r t i c u l a r l y  
s u g a r  -  to  m eet demand c r e a te d  by  th e  g row ing  w e s te r n is a t io n  
o f  J a p a n e se  l i f e - s t y l e s  and d i e t a r y  p a t t e r n s .  The l e v e l  o f  
t r a d e  was f a i r l y  low , and th e  b a la n c e  o f  t r a d e  was h e a v i ly  
i n  th e  I n d ie s  fa v o u r .
(b )  1914-1920 -  D uring  and  im m ed ia te ly  a f t e r  th e  F i r s t  W orld
W ar, J a p a n 's  t r a d e  w ith  th e  I n d ie s ,  and  in d e e d  w ith  th e  whole 
o f S o u th e a s t  A sia  -  expanded r a p id ly  and  g r e a t l y .  The 
change was n o t o n ly  a  q u a n t i t a t i v e  b u t a l s o  a  q u a l i t a t i v e , 
one. E x p o rts  o f  m anu fac tu red  goods in c re a s e d  and d i v e r s i f i e d  
to  in c lu d e  r e l a t i v e l y  s o p h i s t i c a te d  p ro d u c ts  such  a s  cem ent, 
s t e e l ,  f e r t i l i s e r  and ty r e s .  The in c r e a s e  o f  im p o rts  from  
th e  I n d ie s  was l e s s  d ra m a tic ,  b u t i t  a l s o  r e p re s e n te d  a 
d i v e r s i f i c a t i o n  tov/ards p ro d u c ts  such  a s  p e tro le u m  and t i n .  
T here  can  be no doubt t h a t  a  m a jo r cau se  o f  t h i s  t r a d e  boom 
was th e  tem p o rary  power vacuum i n  S .E . A sia  c r e a te d  by th e  
F i r s t  W orld War. The d i s r u p t io n  o f t r a d e  betw een S o u th e a s t
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A sia  and  th e  c o lo n ia l  m other c o u n t r i e s  en a b le d  Ja p a n  to  
assum e some o f  th e  fu n c t io n s  o f  th e  W este rn  pow ers, b u t  
th e  e v e n ts  o f  th e  1 9 2 0 's  w ere to  show th a t  J a p a n e se  in d u s t r y  
was n o t y e t  s t r o n g  enough to  h o ld  i t s  own a g a in s t  W estern  
c o m p e tit io n  when norm al t r a d e  r e l a t i o n s  w ith  th e  r e g io n  were 
r e s t o r e d  ( s e e  T ab le  1 .1 ) .
( c )  1920-29 -  A f te r  a  peak  in  1920, J a p a n 's  t r a d e  w ith  th e  
I n d ie s  s u f f e r e d  a  sh a rp  slum p. Ja p a n e se  e x p o r ts  were p a r t i ­
c u l a r l y  s e r io u s ly  a f f e c t e d ,  a s  E u ro p e 's  r e v iv in g  i n d u s t r i e s  
began  to  make in ro a d s  i n to  th e  m arket f o r  m an u fac tu red  
g o ods. More advanced  i n d u s t r i a l  p ro d u c ts  w ere m ost v u ln e r ­
a b le  to  W estern  c o m p e tit io n , w h ile  Jap an  r e t a in e d  a  
r e l a t i v e l y  s tro n g  h o ld  on th e  m arket f o r  t r a d i t i o n a l  e x p o r ts  
such  a s  s i l k ,  t e a  and c e ra m ic s  (T ab le  1 .2 ) .  D e s p ite  th e  
s e v e r i t y  o f  th e  slum p i t  sh o u ld  be n o te d  t h a t  th e  l e v e l  o f  
t r a d e  w ith  th e  I n d ie s  rem ained  c o n s id e ra b ly  h ig h e r  th a n  i n  
p re -w a r  y e a r s ,  and  showed a s te a d y  upward t r e n d  th ro u g h o u t 
th e  1 9 2 0 's .
(d ) 1929-42 -  The p e r io d  o f  th e  W orld econom ic r e c e s s io n  saw
w hat W estern  o b s e rv e rs  term ed a  " Ja p a n e se  in v a s io n  o f  w orld  
(8 )m a rk e ts " ' , T h is  " in v a s io n "  was d i r e c te d  p a r t i c u l a r l y  a t  
l e s s  d ev e lo p ed  c o u n t r ie s  in  South  and S o u th e a s t  A s ia ,  w hich  
had  p re v io u s ly  been  c o n s id e re d  th e  p re s e rv e  o f  W estern  
i n d u s t r i a l i s e d  pow ers. The te rm  " in v a s io n "  how ever, i s  a  
l i t t l e  m is le a d in g ,  a t  l e a s t  i n  a s  f a r  a s  th e  D utch E a s t 
I n d ie s  w ere co n ce rn ed . There was some in c r e a s e  in  th e  volume 
o f  im p o r ts  from  Jap an  d u rin g  th e  e a r ly  1 9 3 0 's , though because
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o f  th e  d e v a lu a t io n  o f  th e  Yen th e  v a lu e  o f  J a p a n e se  goods 
a s  e x p re s se d  i n  G u ild e rs  d id  n o t  a g a in  r e a c h  th e  peak 
a t t a i n e d  in  1920. What a la rm ed  th e  I n d ie s  a d m in is t r a t io n ,  
how ever, was n o t  th e  s c a le  o f  t h i s  i n f l u x  o f  Jap an ese  
goods i n  i t s e l f ,  b u t th e  f a c t  t h a t ,  i n  a  s h r in k in g  m a rk e t, 
J a p a n 's  ex p an sio n  was ta k in g  p la c e  a t  th e  ex pense  o f  th e  
W este rn  pow ers , and o f  th e  N e th e r la n d s  in  p a r t i c u l a r .
Between 1929 and 1935» J a p a n 's  s h a re  o f  th e  I n d ie s  im p o r ts  
r o s e  from  11^ to  30^» w h ile  th e  N e th e r la n d s  s h a re  f e l l  from
 20^ to  13^. E q u a lly  im p o r ta n t ly ,  a s  d u r in g  th e  F i r s t  W orld
War, J a p a n 's  e x p o r ts  to  S o u th e a s t  A s ia  c o n s is te d  in c r e a s ­
in g ly  o f  h ig h e r  q u a l i t y  m a n u fa c tu red  g o o d s; b le a c h e d  and  
p r in t e d  c o t to n s ,  s y n th e t ic  t e x t i l e s ,  c h e m ic a ls ,  cem en t, 
t y r e s  e t c .  A lthough  Ja p a n e se  goods w ere f o r  th e  m ost p a r t  
c h e a p e r th a n  t h e i r  w e s te rn -p ro d u c e d  c o u n te r p a r t s ,  th e y  w ere 
no lo n g e r  n e c e s s a r i ly  i n f e r i o r  i n  q u a l i t y .  In d e e d , some
Ja p a n e se  t e x t i l e s  s o ld  w e ll even though th e y  were more
( q)ex p e n s iv e  th a n  s im i la r  im p o rts  from  H o lla n d '
A t th e  same tim e , a  s h i f t  was ta k in g  p la c e  i n  th e  co m p o sitio n  o f 
th e  I n d ie s  e x p o r ts  to  J a p a n . W ith th e  developm ent o f  s u g a r  p ro d u c tio n  
w ith in  J a p a n 's  own em p ire , im p o rts  o f  su g a r  from J a v a  slum ped from  
F I 3 4 ,9 9 5 ,0 0 0  i n  1928 to  F I  2 ,6 5 8 ,0 0 0  i n  1 9 3 2 ^ ^ ^ \  Ja p an ese  com pan ies, 
l i k e  t h e i r  W estern  c o u n te rp a r ts  a  co u p le  o f  d ecad es  e a r l i e r ,  w ere 
in c r e a s in g ly  s h i f t i n g  t h e i r  i n t e r e s t  from t r o p i c a l  d e s e r t  c ro p s  to  th e  
raw  m a te r ia ls  o f  h eavy  in d u s tr y ;  p a r t i c u l a r l y  p e tro le u m , ru b b e r  and  non- 
f e r r o u s  m e ta ls .  I t  was d u rin g  t h i s  p e r io d ,  t h e r e f o r e ,  t h a t  a  new 
p a t t e r n  was e s t a b l i s h e d  in  J a p a n 's  r e l a t i o n s h ip  w ith  S o u th e a s t A s ia ;  a 
p a t t e r n  i n  w hich S o u th e a s t A sia  came to  be seen  a s  a  v i t a l  m arket f o r  
J a p a n 's  m a n u fa c tu red  e x p o r ts  and a  v i t a l  so u rc e  o f  h e r  raw  m a te r ia l
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im p o r ts .  T h is  im age o f  S o u th e a s t A sia  was to  dom inate  J a p a n e se  th in k ­
in g  w e ll  i n t o  th e  1 9 6 0 's .
The developm ent o f  t r a d e  r e l a t i o n s  betw een  Jap an  and th e  D utch 
E a s t  I n d ie s  d u r in g  th e  1 9 3 0 's  r e s u l t e d  i n  g row ing  p o l i t i c a l  c o n f l i c t  
betw een Jap an  and  th e  D utch  c o lo n ia l  a d m in is t r a t io n .  T h is  c o n f l i c t  
w i l l  be d is c u s s e d  i n  more d e t a i l  l a t e r  in  th e  c h a p te r ,  b u t i t  sh o u ld  
be n o te d  h e re  t h a t  i t  was c h a r a c te r i s e d  by th e  im p o s i t io n  o f  t r a d e  
b a r r i e r s  on b o th  s id e s ,  and  th e r e f o r e  had th e  e f f e c t  o f  d i s t o r t i n g  and 
d im in is h in g  th e  flo w  o f  t r a d e  in  th e  y e a rs  im m ed ia te ly  b e fo re  th e  
Second W orld W ar.
The r o le  o f  Jap an  in  th e  I n d ie s  f o r e ig n  t r a d e  c a n n o t be u n d er­
s to o d  m e re ly  by exam in ing  t r a d e  betw een  th e  two c o u n t r i e s .  We m ust 
a l s o  lo o k  a t  an  o f te n  n e g le c te d  a r e a ;  th e  r o le  o f  J a p a n e se  com panies 
i n  th e  In d ie s  t r a d e  w ith  t h i r d  c o u n t r i e s .  I t  i s  h e re  t h a t  th e  s i z e  and  
power o f  J a p a n e se  g e n e ra l  t r a d in g  com panies came i n t o  i t s  own. L ike  
th e  g r e a t  E uropean  t r a d in g  h o u se s , Ja p a n e se  sogo sh o sh a  r a p id ly  
ex ten d ed  t h e i r  o v e rs e a s  i n t e r e s t s  to  in c lu d e  t h i r d  c o u n try  t r a d e ,  an d  
t h i s  h a s  in d eed  rem ained  a  key to  t h e i r  s t r e n g th  and  dynamism to  th e  
p r e s e n t  day . In  th e  case  o f  th e  D utch E a s t I n d ie s ,  i t  was th e  F i r s t  
World War w hich opened up o p p o r tu n i t ie s  t h a t  com panies su ch  a s  M its u i 
B ussan  and  S uzuki S ho ten  were quck to  s e i z e .  By 1925» o f  79»893»000 
w o rth  o f  t r a d e  h a n d le d  by M itsu i B u s s a n 's  J a v a  b ra n c h e s ,  o n ly  ï  3 3 ,2 0 9 ,0 0 0  
( 42^ )  was t r a d e  w ith  J a p a n . The re m a in in g  56^  was t h i r d  c o u n try  tra d e ^ ^ ^ ^ .
The im p o rtan ce  o f  t h i r d  c o u n try  t r a d e  f o r  J a p a n e se  f irm s  h e lp s  
to  e x p la in  why, even a t  a  p e r io d  when Jap an  was n o t  th e  I n d i e s '  main 
t r a d in g  p a r tn e r ,  Jap an ese  com panies p la y e d  a  c e n t r a l  r o l e  in  c e r t a i n  
s e c to r s  o f  th e  I n d ie s  economy, p a r t i c u l a r l y  i n  th o s e  s e c to r s  w hich 
a t t r a c t e d  l i t t l e  i n t e r e s t  from W estern m u l t in a t io n a l  e n t e r p r i s e s .
D uring  th e  e a r l y  1 9 2 0 's  f o r  exam ple, Ja p a n e se  t r a d in g  com panies in c lu d ­
in g  M its u i  B u ssan , S uzuki Sho ten  and M its u b is h i  S h o ji  w ere th e  le a d in g
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( 1 2 )e x p o r te r s  o f  Jav a  su g a r  T h is  i s  s i g n i f i c a n t ,  b eca u se  s u g a r ,
a l th o u g h  d e c l in in g  in  im p o rtan ce  was s t i l l  th e  I n d ie s  c h i e f  e x p o r t a t  
t h i s  t im e .
L a s t ly ,  we m ust a l s o  c o n s id e r  th e  r o l e  o f  J a p a n e se  com panies a s  
in v e s t o r s  i n  p re -w a r  S o u th e a s t  A s ia ,  As n o te d  e a r l i e r  th e  co n cep t o f  
th e  " m u l t in a t io n a l"  fo c u se s  a t t e n t i o n  on th e  r o l e  o f  com panies a s  
o v e rse a s  i n v e s t o r s .  P re -w ar Ja p a n e se  z a ib a ts u  were c e r t a i n l y  n o t  
" m u l t in a t io n a l s "  in  th e  s e n se  o f  h av in g  a  g lo b a l  s t r a t e g y  o r  o u tlo o k . 
A lth o u g h  some in v e s te d  v e ry  h e a v i ly  in  J a p a n 's  o v e rs e a s  t e r r i t o r i a l  
p o s s e s s io n s ,  in v e s tm e n ts  o u ts id e  th e  b o u n d a rie s  o f  th e  Ja p an ese  Em pire 
w ere much more l i m i t e d .  But i f  we a c c e p t  th e  com m only-used d e f i n i t i o n  
o f  a  " m u l t in a t io n a l"  company a s  b e in g  one w hich o p e r a te s  a  number o f  
p ro d u c tiv e  f a c i l i t i e s  o v e r s e a s ,  th e n  many p re -w a r J a p a n e se  f i im s  
c l e a r l y  q u a l i f i e d  f o r  th e  t i t l e .  By th e  1 9 3 0 's  t h e i r  in v e s tm e n ts  in  
th e  D utch E a s t  I n d ie s  and o th e r  p a r t s  o f  S o u th e a s t A s ia  were la rg e  
enough, and grow ing  r a p id ly  enough, to  cau se  comment and  even  a la rm . 
M oreover, because  o f  th e  h ig h  d eg ree  o f c o n c e n tr a t io n  i n  th e  p re -w a r 
Ja p a n e se  economy, many o f  th e  com panies w hich were a c t i v e  a s  in v e s to r s  
in  th e  p re -w a r  I n d ie s  had s t ro n g  f i n a n c i a l  c o n n e c tio n s  w ith  th e  com­
p a n ie s  w hich had p la y e d  a  le a d in g  r o le  in  th e  t r a d e  developm ents  
m en tioned  e a r l i e r .
S t a t i s t i c s  on p re -w a r  in v e s tm e n t a r e  u n r e l i a b l e ,  and  e s t im a te s  
o f  Ja p a n e se  in v e s tm e n t in  th e  D utch E a s t I n d ie s  in  th e  l a t e  1 9 3 0 's  
ran g e  from  a b o u t Y 45 m i l l io n  to  o v e r ï  170 m il l io n ^ ^ ^ ^ .  Most s o u rc e s  
a g re e  t h a t  J a p a n e se  in v e s tm e n t acco u n ted  f o r  l e s s  th a n  2^ o f  a l l  
f o r e ig n  in v e s tm e n t i n  th e  I n d ie s .  T hese , how ever, a r e  c u m u la tiv e  
f ig u r e s  w hich  c o n c e a l th e  f a c t  t h a t ,  a t  l e a s t  f o r  a  few  y e a r s  in  th e  
e a r ly  1 9 3 0 's ,  Ja p a n e se  in v e s tm e n t in  th e  In d ie s  was in c r e a s in g  r a p id ly  
enough to  a la rm  th e  D utch a d m in is t r a t io n  in t o  ta k in g  p re v e n t iv e  m easures
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O verseas in v e s tm e n t by Jap an ese  c o r p o r a t io n s  began  on a  sm all 
s c a le  w h ile  J a p a n 's  i n d u s t r i a l i s a t i o n  was s t i l l  i n  i t s  in f a n c y .  An o f f ­
sh o o t o f  th e  M its u b is h i  z a ib a ts u  in v e s te d  i n  M alayan ru b b e r  p la n ta t i o n s  
a s  e a r l y  a s  1906^^^^. But i t  was th e  1914-18 War w hich s t im u la te d  th e  
f i r s t  s i g n i f i c a n t  i n f l u x  o f  Jap an ese  c a p i t a l  in to  th e  D utch  E a s t  I n d ie s .
By 1921 i t  was e s t im a te d  t h a t  Jap an ese  a g r i c u l t u r a l  in v e s tm e n t in  th e
( 15)In d ie s  am ounted to  some ï  12 m i l l i o n '
In v es tm en t in  a g r i c u l t u r e ,  p a r t i c u l a r l y  ru b b e r  p l a n t a t i o n s ,  con­
t in u e d  to  grow d u r in g  th e  1 9 2 0 's  and e a r l y  1 9 3 0 's ,  and rem ained  th e
C16 ̂c o rn e rs to n e  o f  Ja p a n e se  in v e s tm e n t in  S o u th e a s t  A sia  . H ere th e  
g a ib a ts u  w ere a b le  to  make f u l l  u se  o f  t h e i r  d i v e r s i f i e d  s t r u c t u r e ,  
o f te n  s e t t i n g  up new com panies s p e c i f i c a l l y  f o r  th e  p u rp o se  o f  i n v e s t ­
in g  in  S o u th e a s t A sian  p l a n t a t i o n s .  Among th e  m ost n o ta b le  o f  th e se  
w ere th e  S o u th e rn  P roduce Co. (Nangoku Sangyo K .K .) ,  i n i t i a l l y  c r e a te d  
a s  a  s u b s id ia r y  o f  th e  Taiw an S ugar C o ., w hich was i t s e l f  p a r t  o f  th e  
M its u i z a i b a t s u , and th e  Nomura E a s t I n d ie s  D evelopm ent C o ., (Nomura 
H ig a sh i-In d o  Takusan K .K .) s e t  up in  1929 to  ru n  th e  Nomura z a ib a t s u ' s  
p la n ta t i o n s  in  Borneo and S um atra . T ab le  1 .3  (w hich does n o t  c la im  
to  be e x h a u s tiv e )  g iv e s  some in d i c a t io n  o f  th e  scope o f  th e  m ajo r 
z a ib a t s u ' s  i n t e r e s t s  i n  th e  In d ie s  im m ed ia te ly  b e fo re  th e  Second World 
War. A n o th er company w hich sh o u ld  be m en tio n ed  i n  t h i s  c o n n e c tio n  i s  
D ai Nihon S u g ar, ru n  by F u jiyam a R a i ta ,  a  dynam ic e n t r e p re n e u r  who 
developed  a c lo s e  p e r s o n a l  i n t e r e s t  in  S o u th e a s t  A s ia .  D ai N ihon S ugar 
was th e  o n ly  Ja p a n e se  company to  a c q u ire  i t s  own su g a r  p la n ta t i o n s  i n  
th e  I n d ie s .
As we have a l r e a d y  se e n , th e  g row th  o f  J a p a n e se  heavy  in d u s t r y
in  th e  1 9 3 0 's  le d  Ja p a n e se  com panies to  tu r n  t h e i r  a t t e n t i o n  more and
more to  th e  m in e ra l w e a lth  o f S o u th e a s t  A s ia ,  and p a r t i c u l a r l y  to  th e
( 17)In d ie s  o i l  r e s o u rc e s  . The e a r l i e s t  known Ja p a n e s e  su rv ey  o f
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In d o n e s ia n  o i l  f i e l d s  was u n d e r ta k e n  by M its u i  B ussan  i n  1899, t h i r t e e n  
y e a r s  b e fo re  th e  b e g in n in g  o f  A m erican o i l  in v e s tm e n t in  th e  I n d ie s ,
I n  1917 a n o th e r  Ja p a n e se  company p ro s p e c te d  f o r  o i l  i n  B r i t i s h  N o rth  
B orneo, b u t i t  was o n ly  i n  th e  l a t e  1 9 2 0 's ,  t h a t  J a p a n 's  demand f o r  
o i l  became g r e a t  enough to  w a rra n t th e  c o n s id e ra b le  r i s k s  o f  o i l  
in v e s tm e n t in  S o u th e a s t A s ia .  In  1929 M its u i  B ussan and  N ihon Sek iyu  
( ja p a n  P e tro leu m  C o .) e s ta b l i s h e d  th e  Borneo O il Company, w hich  
a c q u ire d  p ro sp e c tin g  r i g h t s  i n  S o u th -E a s t Borneo and i n  J a v a .  S u f f e r ­
in g  th e  problem s o f  a  la te c o m e r  in  an  u n f a m i l ia r  f i e l d ,  th e  compeiny 
a c h ie v e d  on ly  m eager s u c c e s s .  In  1940 i t s  o u tp u t was a  mere 59 ,000  
k i l o s  o f  crude o i l ,  com pared to  th e  4 ,5 4 4  m i l l io n  k i l o s  p roduced  by 
R oyal D utch S h e ll^ ^ ® ^
By t h i s  s ta g e  th e  D utch a u t h o r i t i e s  w ere assum ing  an  in c r e a s in g ly  
r e s t r i c t i v e  p o s i t i o n  on Ja p a n e se  in v e s tm e n t, p a r t i c u l a r l y  i n  s t r a t e g i c  
s e c to r s  o f  th e  economy. Furukaw a, w hich had  f i r s t  su rv ey ed  b a u x i te  
d e p o s i t s  in  th e  R h iau  a rc h ip e la g o  in  th e  m id -1 9 2 0 's  was r e f u s e d  p e r ­
m iss io n  to  mine th e r e ,  and had  to  be c o n te n t in s te a d  w ith  a  lo n g - te rm  
e x p o r t c o n t r a c t .  However, th e  I s h ih a r a  co n g lo m era te  su cceed ed  in  
o b ta in in g  a  co p p er-m in in g  c o n c e ss io n  in  th e  S u ra k a r ta  a re a  o f  J a v a , 
w h ile  a n o th e r  J a p a n e se  company c o n t r o l le d  m ica i n t e r e s t s  i n  th e  I n d ie s .
The p o s t-w a r  m u l t in a t io n a l  sp re a d  o f J a p a n e se  b u s in e s s  was 
c h a r a c te r i s e d  by a  boom in  o v e rse a s  m a n u fa c tu rin g  in v e s tm e n t .  In  th e  
p re -w a r  p e r io d ,  by c o n t r a s t ,  such  in v e s tm e n t was a lm o s t e n t i r e l y  
r e s t r i c t e d  to  a r e a s  u n d er Ja p an ese  p o l i t i c a l  c o n t r o l .  B ut in  th e  
1 9 3 0 's ,  i n t e r e s t i n g l y  enough, th e  p r o l i f e r a t i o n  o f  t r a d e  b a r r i e r s  
s t im u la te d  th e  v e ry  m odest f i r s t  b e g in n in g s  o f  Ja p a n e se  m a n u fa c tu r in g  
in v e s tm e n t in  S o u th e a s t  A sia^ ^ ^ ^ . M its u i ,  f o r  exam ple , e s t a b l i s h e d  
b re w e r ie s  in  Burma and th e  P h i l i p p in e s ,  w h ile  J a p a n e se  in v e s tm e n t i n  
t e x t i l e  p ro d u c tio n  was on a  la rg e  enough s c a le  to  c o n s t i t u t e  a  t h r e a t
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to  l o c a l  p ro d u c e rs  in  th e  H o can o  re g io n  o f  th e  P h i l i p p in e s .  I n  th e  
D utch E a s t  I n d i e s ,  how ever, th e  c o lo n ia l  a d m in is t r a t io n  was no more 
w elcom ing tow ards J a p a n e s e - ru n  f a c t o r i e s  th a n  tow ards Ja p a n e se -p ro d u c e d  
im p o r ts ,  and by 1941 th e r e  were j u s t  f i f t e e n  Japanese-ow ned  m an u fac tu r­
in g  e n t e r p r i s e s  in  th e  e n t i r e  In d ie s  ( s e e  T ab le  V ).
The grow th  o f  J a p a n 's  econom ic t i e s  w ith  th e  I n d ie s  in e v i t a b l y  
a l s o  l e d  to  th e  s p re a d  o f  s u p p o r tin g  f i n a n c i a l  and com m ercial s e rv ic e s^ ^ ^ ^  
F our J a p a n e se  banks ( th e  Bank o f  Taiw an, th e  Kwanan Bank, th e  Yokohama 
S p ec ie  Bank and th e  M itsu i Bank) e s ta b l i s h e d  b ra n c h e s  in  Jav a  b e fo re  
th e  War. The S ou th  Seas W arehousing Co. (Nanyo Soko K .K .) -  a  p a r t  o f  
th e  b u s in e s s  em pire  o f  I s h ih a r a  H iro ic h i ro  -  ovmed w arehouses in  m ost 
o f  th e  m ajo r p o r t s  o f  th e  I n d i e s ,  w h ile  I s h i h a r a 's  S ou th  S eas S team sh ip  
Co. (Nanyo K isen ) opened a  s h ip p in g  l i n e  from  Ja v a  to  Ja p a n .
By th e  l a t e  1 9 3 0 's ,  th e r e f o r e ,  a lth o u g h  Jap an  was o n ly  th e  f i f t h  
l a r g e s t  in v e s to r  in  th e  In d ie s  ( a f t e r  th e  N e th e r la n d s ,  B r i t a i n ,  th e  
U .S .A . and  F ra n c e ) ,  some o f  th e  scope f o r  f u tu r e  developm ent was 
b e g in n in g  to  become a p p a re n t .  In  th e  words o f  one con tem porary  
o b s e rv e r :  "The Ja p a n e se  i n t e r e s t  in  th e  co lo n y , a l th o u g h  sm a ll in  
te rm s o f  h o ld in g s  a t  p r e s e n t ,  h as  g r e a t  p o t e n t i a l i t i e s  and  i s  h ig h ly  
p o l i t i c a l " ^ .
I n  th e  in t r o d u c t io n  i t  was su g g e s te d  t h a t  th e  im pact o f  m u l t i ­
n a t io n a l  e n t e r p r i s e s  upon r e l a t i o n s  betw een two c o u n t r ie s  w i l l  depend 
in  p a r t  upon th e  l i n k s  w hich e x i s t  betw een th e  c o u n t r ie s  a t  o th e r ,  non­
economic l e v e l s .  In v es tm en t and tr a d e  may i n  g e n e ra l  be e x p e c te d  to  
p roceed  r e l a t i v e l y  sm ooth ly  where two c o u n t r i e s  a r e  a l re a d y  bound by 
c lo s e ,  h i s t o r i c a l ,  c u l t u r a l  and p o l i t i c a l  t i e s .  In  th e  c a se  o f  J a p a n 's  
e a r ly  r e l a t i o n s h i p  w ith  th e  D utch E a s t I n d ie s  su ch  t i e s  w ere , a s  we 
have s e e n , l a r g e l y  a b s e n t .  There was, how ever, a n o th e r  a s p e c t  to  th e  
r e l a t i o n s h ip  w h ich , p ro c e e d in g  s im u lta n e o u s ly  w ith  th e  grow th o f
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com m ercia l l i n k s ,  may have h e lp e d  to  make J a p a n 's  econom ic i n t e r e s t s  
i n  th e  In d ie s  more a c c e p ta b le  am ongst th e  mass o f  In d o n e s ia n s .  T h is  
was th e  g row th  o f  m ig ra t io n  from Jap an  to  th e  I n d i e s ,  and  to  S o u th e a s t
( 2 2 )A sia  a s  a  w ho le ' ' .
The e a r l i e s t  J a p a n e se  s e t t l e r s  in  S o u th e a s t A s ia  w ere th e  
K a ra y u k i-S a n , d a u g h te rs  o f  p o o r f a m i l i e s  who, in  th e  l a t t e r  h a l f  o f  
th e  n in e te e n th  c e n tu ry ,  w ere s o ld  a s  p r o s t i t u t e s  i n  th e  p o r t s  o f  A s ia .  
They w ere fo llo w e d , how ever, by more p ro sp e ro u s  e m ig ra n ts  -  sm a ll 
t r a d e r s  and a r t i s a n s  who s e t  up i n  b u s in e s s  a s  s h o p k e e p e rs , b a r b e r s ,  
p h o to g ra p h e rs  e t c .  These m ig ra n ts  showed c o n s id e ra b le  re s o u rc e  and 
i n i t i a t i v e ,  s e t t l i n g  even i n  rem ote a r e a s  o f  B orneo , Sum atra and th e  
C e le b e s . By th e  l a t e  1 9 3 0 's  th e r e  were some 7 ,0 0 0  Ja p a n e se  r e s id e n t s  
i n  th e  D utch  E a s t I n d ie s ,  and  a lm o st 40 ,000  i n  S o u th e a s t  A sia  a s  a 
w ho le .
The developm ent o f  th e  Jap an ese  s e t t l e r  com m unities i n  S o u th e a s t  
A sia  p r e s e n ts  many f e a t u r e s  o f  h i s t o r i c a l  and s o c io lo g ic a l  i n t e r e s t ,  
and  in  r e c e n t  y e a r s  h as  a t t r a c t e d  some s c h o la r ly  a t t e n t i o n .  As f a r  
a s  th e  econom ic l i n k s  betw een Jap an  and S o u th e a s t A sia  a r e  c o n c e rn e d , 
how ever, i t  m ust be em phasised  t h a t  a  much more im p o r ta n t r o l e  was 
p la y e d  by la rg e  J a p a n e se -b a se d  com panies. I n  th e  1 9 3 0 's ,  f o r  exam ple, 
i t  was e s t im a te d  t h a t  SQffo o f  th e  la n d  owned by J a p a n e se  ru b b e r  p la n ta ­
t i o n s  was in  th e  hands o f  36 la r g e  ru b b e r  c o r p o r a t io n s ,  w h ile  p r iv a t e  
s e t t l e r s  acc o u n ted  f o r  j u s t  10^ o f  th e  a r e a  c u l t i v a t e d ^ S i m i l a r l y ,  
a  su rv e y  in  1929-30 found t h a t  s m a llh o ld in g s , a l th o u g h  more num erous 
th a n  la r g e  p l a n t a t i o n s ,  a c c o u n te d  f o r  o n ly  3^ o f  Japanese-ow ned  la n d  
in  th e  In d ie s^
( 25 )As Yano h as  p o in te d  o u t '  ' ,  a  w ide s o c ia l  g u l f  e x i s t e d  betw een 
th e  s e t t l e r  com m unities and th e  r e p r e s e n ta t iv e s  o f  th e  m ajo r J a p a n e se  
t r a d in g  com panies, b an k s , s h ip p in g  l i n e s ,  e t c .  W hile  th e  fo rm er
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i n t e g r a t e d  q u i t e  w e ll i n to  th e  lo c a l  com m unity, O ften  le a r n in g  lo c a l  
la n g u a g e s  and  som etim es even  m arry ing  S o u th e a s t  A s ia n  women, th e  
l e t t e r ' s  a t t i t u d e s  and a s p i r a t i o n s  rem ained  f i r m ly  o r ie n t e d  tow ards 
J a p a n , D e s p ite  th e  s h a rp  s o c i a l  d i s t i n c t i o n s ,  how ever, c e r t a i n  economic 
l i n k s  betw een  l a r g e  f irm s  and th e  s e t t l e r  community may be n o te d  h e re .
I n  a  few  e x c e p tio n a l  i n s t a n c e s ,  com panies e s t a b l i s h e d  by Ja p a n e se  
e m ig ra n ts  i n  S o u th e a s t A sia  grew to  be l o c a l  r i v a l s  o f  th e  m ajo r 
J a p a n e s e -b a s e d  c o r p o r a t io n s .  In  th e  e a r l y  p e r io d ,  th e  le a d in g  example 
was th e  Nanyo S ho k a i (S ou th  S eas T rad in g  C o .) e s t a b l i s h e d  by  T su tsu m ib ay ash i
/ pg \
K azue ' a  fo rm e r j a i l o r  i n  th e  Taiwan p r is o n  s e r v i c e .  L a te r  th e
( 2 7 )o u ts ta n d in g  s u c c e s s  s to r y  was t h a t  o f I s h ih a r a  H i r o i c h i r o ' ' ,  who, 
b e g in n in g  from  a  s p e c u la t iv e  v e n tu re  in  M alayan iro n m in in g , b u i l t  up 
a  la r g e  b u s in e s s  w ith  b ra n c h e s  th ro u g h o u t S o u th e a s t  A s ia .  T here a r e  
a l s o  some re c o rd e d  exam ples o f  la rg e  Ja p a n e se  com panies en co u ra g in g  
e m ig ra tio n  to  S o u th e a s t A sia  by p ro v id in g  Ja p a n e se  s e t t l e r s  w ith  sm all 
p l a n t a t i o n s  i n  r e tu r n  f o r  a  p e rce n tag e  o f  t h e i r  p ro d u ce .
The Ja p a n e se  s e t t l e r s  p ro v id ed  a  p o in t  o f  c o n ta c t  betw een o rd in a ry  
J a p a n e se  p eo p le  and  In d o n e s ia n s  even i n  th e  re m o te s t  a r e a s  o f th e  
a r c h ip e la g o ,  and th e  im m ig ran ts  ap p e a r to  have b een  g e n e r a l ly  w e l l -  
re g a rd e d  by l o c a l  p e o p le , a lth o u g h  in  th e  im m ediate  p re -w a r  p e r io d  
th e y  a t t r a c t e d  grow ing s u s p ic io n  from th e  D utch c o lo n ia l  a d m in is t r a t io n .  
T h e i r  p re s e n c e , to g e th e r  w ith  J a p a n 's  s t a t u s  a s  a  r e l a t i v e  newcomer i n  
In d o n e s ia n  econom ic l i f e ,  may h e lp  to  e x p la in  th e  f a c t  th a t , '  a l th o u g h  
J a p a n 's  com m ercial and  inves'fcment r e l a t i o n s h i p  w ith  th e  D utch E a s t 
I n d ie s  was in  r e a l i t y  v e ry  s im i la r  to  t h a t  o f  th e  W este rn  pow ers,
Jap an  r e ta in e d  a  l a r g e  m easure o f p o p u la r i ty  am ongst In d o n e s ia n s  and 
in d e e d  S o u th e a s t A s ia n s  in  g e n e ra l .  Modern com m entators te n d  to  lo o k  
back  w ith  a  c e r t a i n  n o s ta lg ia  to  th e  days when a  le a d in g  In d o n e s ia n  
n a t i o n a l i s t  c o u ld  w r i te  t r u t h f u l l y ,  i f  a  l i t t l e  c y n i c a l l y .
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"Jap an  . . . h as th e  sym pathy o f  most o f  th e  p e o p le ,  and th e  
Ja p a n e se  a r e  th e  m ost p o p u la r  f o r e ig n e r s  i n  o u r c o u n try  -  no 
d oub t b eca u se  o u r p e o p le  have come to  know o n ly  t h e i r  good
s i d e s " . (28)
Ja p a n e se  Companies and th e  P o l i t i c s  o f  "N anshin"
In  one o f  th e  fo rem o st works on th e  s u b je c t  o f  J a p a n 's  N ansh in  
(S ou thw ards A dvance) i n  th e  P re-W ar and  War p e r io d s .  P r o f e s s o r  Yano 
d is t in g u is h e s  th r e e  p h ases  in  th e  p re -w a r developm ent o f  J a p a n 's  r e l a ­
t io n s h ip  w ith  S o u th e a s t A s ia .  In  th e  f i r s t  two p e r io d s  -  up to  ab o u t 
1907 and from 1907 to  1936 l i n k s  betw een Jap an  and  S o u th e a s t  A sia  a r e  
seen  a s  l a r g e ly  u n o f f i c i a l ,  sp o n tan eo u s  and d iv o rc e d  from s t a t e  p o l ic y .  
From 1936 onw ards, Yano a rg u e s ,  o u ts id e  p r e s s u re s  le d  to  a  sudden  
developm ent o f  o f f i c i a l  i n t e r e s t  i n  S o u th e a s t A s ia ,  and  th u s  produced  
th e  p o l i c i e s  w hich le d  to  th e  in v a s io n  o f  1942:
"The N anshin  o f  1940-41 was c r e a te d  a s  a  consequence  o f  th e  
f a i l u r e  to  b r in g  th e  "C hina A f f a i r "  to  a  s u c c e s s f u l  c o n c lu ­
s io n ,  and in  t h i s  s e n se  i t s  o r ig in s  l a y  i n  e v e n ts  u n co n n ec ted  
w ith  th e  p re v io u s  h i s t o r y  o f  S o u th ern  c o n ta c ts  w hich had 
ta k e n  shape from  th e  b e g in n in g  o f  th e  H e i j i  p e r io d  to  th e  
m id -1 9 3 0 's .  The 1 9 4 0 's p o l ic y  o f  N ansh in  was c o n c e iv e d  a lm o s t 
w ith o u t ta k in g  in t o  c o n s id e ra t io n  th e  p e a c e fu l  m e rc a n t i le  
c o n ta c ts  w ith  S o u th e a s t A s ia  w hich had accu m u la ted  o v e r  
p a s t  y e a r s " . ( 29 )
In  t h i s  c h a p te r  i t  w i l l  be a rg u e d  th a t  such  an  a n a l y s i s  makes a  
s l i g h t l y  too  s h a rp  d i s t i n c t i o n  betw een  th e  e a r l i e r ,  p r iv a t e  c o n ta c ts  
betw een Ja p a n  and  S o u th e a s t A s ia  and th e  in c r e a s in g ly  p o l i t i c a l  and con- 
f l i c t u a l  r e l a t i o n s  o f  th e  l a t e  1 9 3 0 's  and e a r ly  1 9 4 0 's .  A lthough  i t  i s  
t r u e  t h a t  th e  re a so n s  f o r  th e  in v a s io n  o f S o u th e a s t  A sia  la y  la r g e ly  
o u ts id e  th e  h i s t o r y  o f  r e l a t i o n s  betw een Ja p a n  and  S o u th e a s t  A s ia , 
th e re  rem a in s  a  c e r t a i n  e lem en t o f  c o n t in u i ty  from  th e  e a r l i e r  to  th e  
l a t e r  p e r io d ,  and a  c l o s e r  s tu d y  o f th e  l i n k s  betw een p r iv a t e  b u s in e s s  
and  p u b lic  p o l ic y  i s  n e c e s s a ry  in  u n d e rs ta n d in g  th e  background  to  th e  
p re -w ar developm ent o f  N an sh in .
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The u n iq u e  Ja p a n e se  g o v em m en t-b u s in e ss  r e l a t i o n s h i p  h as  been  
th e  s u b je c t  o f  much comment and s c h o la r ly  a n a l y s i s ,  A more d e t a i l e d  
d i s c u s s io n  o f  t h i s  r e l a t i o n s h i p  w i l l  be p ro v id ed  by a  l a t e r  c h a p te r ,  
b u t  a  b r i e f  o u t l in e  o f  i t s  developm ent i s  a  n e c e s s a ry  p r e fa c e  to  th e  
p o in t s  to  be made h e r e .
The d r iv in g  fo rc e  b e h in d  th e  g r e a t  wave o f  m o d e rn is a tio n  i n  th e  
e a r l y  M e ij i  p e r io d  came from  a  r e l a t i v e l y  sm a ll g ro u p  o f  p o l i t i c i a n s ,  
b u r e a u c ra ts  and b u sin essm en . I t  sh o u ld  be n o te d  t h a t  p o l i t i c a l  i n s t i t u ­
t i o n s  su ch  a s  p a r t i e s  and  a  n a t io n a l  p a r l ia m e n t (known in  Jap an  a s  th e  
D ie t )  w ere n o t  c r e a te d  u n t i l  th e  l a t e  1 8 8 0 's  and rem ained  t h e r e a f t e r  
r e l a t i v e l y  weak. The e a r l y  Ja p an ese  m o d e rn is e rs ,  i n  governm ent and  i n  
p r iv a te  i n d u s t r y ,  n o t  o n ly  sh a re d  th e  i d e a l  o f  b u i ld in g  a s t r o n g ,  
in d e p e n d e n t J a p a n , and th e  r e a l i s a t i o n  th a t  t h i s  m ust be a c h ie v e d  w ith  
W estern  te c h n o lo g y , th e y  a l s o  came from a  r e l a t i v e l y  homogenous s o c i a l  
b ackg round . A v e ry  la rg e  number o f  th e  m ost p ro m in en t re fo rm e rs  came 
from  th e  lo w er ra n k s  o f  th e  fo rm er f e u d a l  r u l i n g  c l a s s  -  th e  sam ura i -  
and had  s h a re d  e d u c a t io n a l  e x p e rie n c e s  su ch  a s  a  v i s i t  to  th e  West a t  
a  fo rm a tiv e  s ta g e  i n  t h e i r  i n t e l l e c t u a l  developm en t. F o r  th e s e  re a so n s  
Eind b ecau se  o f  th e  s h e e r  f o r c e  o f  c irc u m s ta n c e s  -  busin essm en  and 
governm ent o f f i c i a l s  worked c lo s e ly  to g e th e r  in  th e  c r e a t io n  o f  a  
m odem  J a p a n . Many o f  th e  e a r ly  i n d u s t r i e s  were e s t a b l i s h e d  by th e  
s t a t e  and  l a t e r  s o ld  to  p r iv a t e  e n t r e p r e n e u r s ;  th e  governm ent p ro v id ed  
g u id a n ce  and a s s i s t a n c e  i n  im p o rtin g  f o r e ig n  s k i l l s  and  te c h n iq u e s ;  
and in  some c a s e s  le a d e r s  o f  J a p a n 's  m o d e rn is a tio n  were s u c c e s s f u l  b o th  
a s  governm ent o f f i c i a l s  o r  a d v is o r s  and a s  businessm en  in  t h e i r  own 
right(2°).
W estern  o b s e r v e r s ,  se e k in g  to  draw a  c o n t r a s t  betw een W este rn  and 
Ja p a n e se  e x p e r ie n c e ,  have perh ap s ten d ed  to  e x a g g e ra te  th e  u n iq u e ly  
Ja p a n e se  n a tu re  o f  su ch  g o v e m m e n t-b u s in e ss  l i n k s .  A f te r  a l l ,  p r iv a t e
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e n t re p re n e u r s  and governm ent o f f i c i a l s  o r  p o l i t i c i a n s  have worked v e ry  
c lo s e ly  to g e th e r  in  many W estern  n a t io n s ,  and  in d e ed  a  v e ry  good exam ple 
o f  su ch  c o -o p e ra t io n  betw een s t a t e  and  p r iv a t e  e n t e r p r i s e  i s  p ro v id e d  
by th e  h i s t o r y  o f  th e  D utch i n  th e  E a s t  I n d i e s ^ ^ ^ \  I t  i s ,  how ever, 
f a i r  to  sa y  t h a t  th e  t r a d i t i o n  o f  h o s t i l i t y  tow ards governm ent i n t e r ­
v e n t io n  in  econom ic l i f e  h a s  been  much w eaker in  Ja p a n  th a n  i n  o ld e r  
i n d u s t r i a l i s e d  n a t io n s  l i k e  B r i t a in  and th e  U .S .A . In  J a p a n , t h e r e f o r e ,  
d isa g re e m e n ts  o v e r th e  d i r e c t i o n  o f econom ic p o l ic y  te n d  to  o ccu r 
betw een  r i v a l  b u s in e s s  i n t e r e s t s  in  a l l i a n c e  w ith  r i v a l  p o l i t i c a l  and 
a d m in is t r a t iv e  g ro u p in g s  r a t h e r  th a n  s im p ly  ta k in g  th e  form  o f  
" b u s in e s s  v e rs u s  govern m en t" .
I t  i s  i n s t r u c t i v e  to  compare th e  h i s t o r y  o f  Ja p a n e se  in v o lv em en t 
i n  th e  D utch E a s t  In d ie s  w ith  t h a t  o f  J a p a n e se  i n t e r e s t s  i n  K orea . In  
th e  case  o f  K o rea , p o l i t i c a l  and s t r a t e g i c  c o n s id e r a t io n s  came f i r s t .
I t  was f o r  th e s e  re a s o n s  t h a t  th e  Jap an ese  governm ent g r a d u a l ly  ex ten d ed  
i t s  in f lu e n c e  o v e r th e  K orean p e n in su la  and f i n a l l y ,  in  1910, annexed 
i t .  The g row th  o f  J a p a n e se  p o l i t i c a l  and m i l i t a r y  c o n t r o l  opened th e  
way to  p r iv a t e  e n t e r p r i s e ,  w hich was q u ic k  to  make th e  m ost o f  th e  
econom ic o p p o r tu n i ty  p ro v id e d  by t h i s  new co lo n y . In  th e  c a se  o f  th e  
I n d ie s ,  on th e  c o n t r a r y ,  o f f i c i a l  i n t e r e s t  was n e g l ig ib l e  u n t i l  th e  
F i r s t  W orld War, and  in d e ed  i t  was to  some e x te n t  th e  in d e p e n d e n t 
i n i t i a t i v e s  o f  p r iv a t e  e n t e r p r i s e  w hich fo rc e d  th e  Ja p a n e se  governm ent 
to  d ev e lo p  i t s  f i r s t  o f f i c i a l  c o n ta c ts  w ith  th e  I n d ie s .
The grow th o f  t r a d e  w ith ,  and e m ig ra tio n  t o ,  th e  I n d ie s  i n  th e  
f i r s t  y e a r s  o f  th e  c e n tu ry  made some k in d  o f  fo rm a l r e p r e s e n ta t io n  in  
th e  In d ie s  e s s e n t i a l ,  and i n  1909 th e  f i r s t  J a p a n e se  C o n su la te  was 
e s ta b l i s h e d  i n  B a ta v ia .  W ith th e  r a p id  developm ent o f  econom ic r e l a ­
t i o n s  betw een th e  two c o u n t r ie s  d u rin g  th e  F i r s t  W orld War, d ip lo m a tic  
r e l a t i o n s  w ere s t r e n g th e n e d :  in  1919 th e  B a ta v ia  p o s t  became a  C o n su la te
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G e n e ra l and  a  new C o n s u la te  was e s t a b l i s h e d  in  S u ra b a y a . As th e  
m em ories o f  M itaka T e ts u s a b u ro , Ja p a n e se  C onsu l G e n e ra l i n  B a ta v ia  i n  
th e  1 9 3 0 's  i n d i c a t e ,  th e  m ain ta s k s  o f  th e s e  o f f i c i a l  r e p r e s e n t a t i v e s  
i n  th e  p re -w a r  p e r io d  w ere to  p r o te c t  and  c o n t ro l  th e  a c t i v i t i e s  o f
(32)Ja p a n e se  e n t e r p r i s e s  i n  th e  I n d i e s '
From th e  F i r s t  W orld War onw ards, th e  r o l e  o f  governm ent i n  
J a p a n 's  econom ic r e l a t i o n s  w ith  S o u th e a s t A sia  began  to  be  a c t i v e  
r a t h e r  th a n  m e re ly  r e a c t i v e .  As Yano h as  p o in te d  o u t ,  one o f  th e  
e a r l i e s t  c e n t r e s  o f  o f f i c i a l  i n t e r e s t  i n  S o u th e a s t A s ia  was th e
( 33 )Government G en e ra l o f  Taiwan . Taiw an, w hich  became a  J a p a n e se  
co lo n y  i n  1896, was i n  a  g e o g ra p h ic a l sen se  a  s te p p in g  s to n e  from  
Jap an  to  S o u th e a s t A s ia .  As e a r l y  a s  1912 th e  G overnor G e n e ra l o f  
Taiwan had s e t  up a  s p e c ia l  S ou th  S eas T rade P rom otion  Fund to  encou rage  
Ja p a n e se  econom ic i n t e r e s t s  in  S o u th e a s t  A sia  (The te rm  "S ou th  S eas"  
r [TanVO 7 was n o rm a lly  used  in  p re -w a r  Japan  to  r e f e r  to  th e  S o u th e a s t  
A sian  r e g io n ) .  I n  1916 th e  o f f i c i a l  tw e n t ie th  a n n iv e r s a r y  c e l e b r a ­
t io n s  o f Ja p an ese  r u le  in  Taiwan in c lu d e d  a  to u r  o f  S o u th e a s t  A s ia  f o r  
Jap an ese  b u s in essm en , w hich in s p i r e d  r e p r e s e n ta t iv e s  o f  th e  Nomura 
g roup  to  u n d e r ta k e  t h e i r  f i r s t  p l a n ta t i o n  in v e s tm e n ts  in  th e  D utch  
E a s t  I n d ie s ^ ^ ^ ) .  From t h i s  p e r io d  onwards a  r e g u la r  s tre a m  o f  p u b l ic a ­
t i o n s  on S o u th e a s t A s ia ,  p roduced  by th e  r e s e a r c h  d e p a r tm e n ts  o f  th e  
Taiwan Government G e n e ra l ,  f u r t h e r  encouraged  th e  g row th  o f  J a p a n e se  
in v e s tm e n t in  th e  r e g io n .  The g o v e rn m e n t-c o n tro lle d  Bank o f  Taiwan 
was th e  f i r s t  J a p a n e se  bank to  open a  b ran ch  in  J a v a ,  and  was a l s o  
i n f l u e n t i a l  i n  p rom oting  th e  g row th  o f  Jap an ese  econom ic in f lu e n c e  in  
th e  In d ie s .
An even more im p o r ta n t  f o r c e  in  th e  e a r ly  p h a se s  o f  J a p a n e se  
in v e s tm e n t in  S o u th e a s t A s ia  was th e  r o l e  o f  th e  s e m i - o f f i c i a l  
N a tio n a l  P o l ic y  Companies ( Kokusaku K a ish a ) .  The s t r u c t u r e  o f  th e  
N a tio n a l P o l ic y  Company i s  summed up by B isso n  a s  f o l l o w s : -
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" E s ta b l is h e d  by law , v e s te d  w ith  s t a t e  c a p i t a l ,  and a d m it t in g  
governm ent a p p o in t iv e  and o th e r  pow ers ov er m anagem ent, th e se  
com panies ap p ea red  a s  governm ent o rg a n s . In  f a c t ,  how ever, 
th e y  w ere h y b r id  a g e n c ie s ,  i n  w hich much z a ib a ts u  c a p i t a l  was 
in v e s te d  an d  m a n ag e ria l p e rs o n n e l was drawn from  th e  com bines 
r a t h e r  th a n  from  th e  b u re a u c ra c y " (3 5 ) .
By th e  l a t e  1 9 3 0 's  th e r e  were some 35 such  s e m i-p u b lic  sem i­
p r iv a te  com pan ies, b u t th e  p ro to ty p e ,  and  th e  company w hich  i s  m ost 
im p o r ta n t from  th e  p o in t  o f  v iew  o f  t h i s  s tu d y  was th e  O r ie n ta l  
C o lo n iz a t io n  Co. (Toyo Takushoku K .K .),^^ ^^  w hich was e s t a b l i s h e d  in  
1908 to  d ev e lo p  Ja p a n e se  i n t e r e s t s  in  K orea. As a  governm ent sp o n so re d  
e n t e r p r i s e  aim ed a t  p rom oting  th e  developm ent o f  a  c o lo n y , th e  company 
bo re  a  s l i g h t  re sem b lan ce  to  E uropean c o l o n ia l  v e n tu re s  s u c h  a s  th e  
N ed erlan d sch e  H andels M aa tsch a p p ij in  th e  D utch E a s t I n d i e s .  D uring 
th e  F i r s t  W orld War Jap an  o b ta in e d  c o n t ro l  o f  th e  fo rm e r German- 
c o n t r o l l e d  i s l a n d s  o f  th e  W estern  P a c i f i c  -  th e  M a rs h a l l ,  M ariana , 
C a ro lin e  and P a la u  I s la n d s  -  w hich , u n d er th e  term s o f  th e  T re a ty  o f  
V e r s a i l l e s ,  became Jap an ese  m andated t e r r i t o r i e s .  I n  o rd e r  to  co­
o rd in a te  and a s s i s t  J a p a n e se  developm ent in  th e se  a r e a s  Toyo Takushoku • 
e s t a b l i s h e d  a  s u b s id ia r y  -  th e  Nanyo K ohatsu  K.K. (S o u th  S eas  Developm ent 
C o .) w hich was to  be th e  m ost a c t iv e  N a tio n a l  P o l ic y  company in  South­
e a s t  A s ia .  D uring  th e  1 9 2 0 's  b o th  p a re n t  company and  s u b s id ia r y  began 
to  i n v e s t  i n  th e  D utch E a s t  I n d ie s ,  and by 1929 i t  was e s t im a te d  th a t  
r a th e r  more th a n  10^ o f  Jap an ese  in v e s tm e n t i n  th e  c o u n try  came from  
go v ern m en ta l o r  sem i-g o v ern m en ta l s o u rc e s :  i . e .  th e  two N a tio n a l  P o l ic y  
com panies and th e  s t a t e  owned Bank o f  Taiwan and  Kwanan Bank. From 
th e n  on th e  a c t i v i t i e s  o f  th e  N a tio n a l P o l ic y  com panies expanded 
r a p id l y .  Toyo Takushoku and  Nanyo K ohatsu e s t a b l i s h e d  num erous sub­
s i d i a r i e s  in c lu d in g  a  S ou th  P a c i f i c  T ra d in g  Company and  a  C e leb es  
Developm ent Company, b o th  o f  w hich developed  i n t e r e s t s  i n  th e  C e leb es  
co p ra  t r a d e ;  N. K. N. ,  w hich experim en ted  w ith  c o t to n  p l a n t a t i o n s  in
38
D utch  New G uinea; South  S eas T im ber C o . ,  w hich a c q u ire d  tim b e r  co n ce s­
s io n s  in  Sou th  B orneo; and a  p e a r l  f i s h i n g  company w hich was a c t iv e  i n  
th e  A ra fu ra  S ea . In  1936 two f u r t h e r  N a tio n a l  P o l ic y  C om panies, Nanyo 
Takushoku K.K. and  Taiwan Takushoku K . K . , were s e t  up to  prom ote 
Ja p a n e se  in v e s tm e n t in  th e  M andated T e r r i t o r i e s  and  Taiwan r e s p e c t i v e l y .  
B oth  o f  th e  new com panies d e v e lo p ed  i n t e r e s t s  i n  S o u th e a s t  A s ia ,  -ftiough 
th e s e  w ere l e s s  e x te n s iv e  th a n  th e  l a r g e - s c a l e  in v e s tm e n ts  o f  Toyo 
Takushoku and i t s  many s u b s i d i a r i e s .
The i n t e r a c t i o n  o f  governm ent and b u s in e s s  in  J a p a n 's  S o u th e rn  
econom ic p o l ic y  was a  two-way p ro c e s s .  The governm en t, by m easu res  
such  a s  th e  e s ta b l is h m e n t o f  th e  v a r io u s  N a tio n a l P o l ic y  co m pan ies , l e n t  
i t s  su p p o rt to  th e  Southw ard s p re a d  o f  Ja p a n e se  in v e s tm e n t. A t th e  
same tim e , p r iv a t e  e n t e r p r i s e  made u se  o f  o r g a n is a t io n s  su ch  a s  th e  
Nanyo Kyokai (S o u th  Seas A s s o c ia t io n )  to  f o s t e r  p u b l i c ,  and  u l t im a te ly
( 37 )a l s o  g o v ern m e n ta l, i n t e r e s t  i n  S o u th e a s t  A sia  and  i t s  econom ic p o t e n t i a l '   ̂
The Nanyo Kyokai was e s ta b l i s h e d  in  1915 w ith  th e  su p p o r t o f  s e v e r a l  
le a d in g  i n d u s t r i a l i s t s  whose com panies had i n t e r e s t s  i n  S o u th e a s t 
A s ia .  The a s s o c ia t io n  sp o n so red  r e s e a r c h ,  h e ld  t r a d e  f a i r s ,  and  p ro ­
duced p u b l ic a t io n s  in c lu d in g  a  m on th ly  m agazine on S o u th e a s t A s ia .  I t s  
a c t i v i t i e s  can be seen  a s  one o f th e  f a c t o r s  w hich prom oted  th e  boom 
i n  p u b lic  i n t e r e s t  in  S o u th e a s t A s ia  d u r in g  and  im m e d ia te ly  a f t e r  th e  
F i r s t  W orld War.
The a c t i v i t i e s  o f  Ja p a n e se  p r iv a t e  e n t e r p r i s e s  i n  S o u th e a s t A sia  
were th e r e f o r e  n o t t o t a l l y  d iv o rc e d  from  governm ent p o l ic y  even  d u r in g  
t h e . e a r l y  decades o f  th e  tw e n t ie th  c e n tu r y .  The r e l a t i o n s h i p  betw een 
governm ent and b u s in e s s  in  th e  f i r s t  p h a se s  o f  J a p a n 's  Southw ard 
econom ic exp an sio n  can g e n e r a l ly  be d e s c r ib e d  as  c o - o p e r a t iv e  and 
m u tu a lly  s u p p o r t iv e  b u t lo w -key . U n t i l  th e  l a t e  1 9 2 0 's  S o u th e a s t A s ia  
was n e i t h e r  a  m ajor a r e a  o f  Jap an ese  in v e s tm e n t n o r  a  c e n t r a l  i s s u e  i n
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J a p a n 's  f o r e ig n  p o l ic y ,  and Ja p a n e se  c o rp o ra t io n s  were a b le  to  expand 
t h e i r  i n t e r e s t s  i n  th e  r e g io n  w ith o u t r e q u i r in g  s tro n g  econom ic o r  
p o l i t i c a l  b ack in g  from  t h e i r  home governm ent. But w ith  th e  o n s e t o f  
th e  w o rld  econom ic r e c e s s io n  o f  th e  1 9 3 0 's , th e  s i t u a t i o n  changed . On
th e  Ja p a n e se  s id e ,  th e  m i l i t a r y - l e d  s t r a t e g y  f o r  econom ic re c o v e ry
in v o lv e d  th e  r a p id  developm ent o f heavy in d u s t r y .  T h is ,  a s  we have
s e e n ,  caused  Jap an  to  tu rn  h e r  a t t e n t i o n  to  S o u th e a s t A sia  b o th  a s  a
so u rc e  o f  i n d u s t r i a l  raw m a te r ia l s  and a s  a  m arket f o r  e x p o r ts  w hich 
had to  expand in  o rd e r  to  e a rn  th e  n e c e ss a ry  f o r e ig n  exchange to  pay 
f o r  raw  m a te r i a l  im p o rts . A t th e  same tim e , th e  N e th e r la n d s , f a c e d  
w ith  s i m i l a r  econom ic p ro b lem s, looked  w ith  grow ing s u s p ic io n  a t  th e  
r i s e  o f  Ja p a n e se  c o m p e tit io n  in  h e r  S o u th e a s t A sian  c o lo n y .
In  1933 th e  In d ie s  c o lo n ia l  a d m in is t r a t io n  in t ro d u c e d  an 
Em ergency Im port O rd in an ce . T h is  was q u ic k ly  fo llo w e d  by a  s e r i e s  o f  
o th e r  m easures f u r t h e r  r e s t r i c t i n g  im p o rts , e m ig ra tio n ,  f o r e ig n  f i s h ­
in g  r i g h t s  e t c .  In  1934 th e  R e g u la tio n  o f  I n d u s tr y  O rd inance made th e  
e x te n s io n  o r  e s ta b l is h m e n t  o f  c e r t a i n  ty p es  o f  e n t e r p r i s e  c o n d i t io n a l  
on p o s s e s s io n  o f  a  l i c e n c e ,  and th u s  e f f e c t iv e l y  c o u ld  be u sed  to  l i m i t  
unwelcome Jap an ese  in v e s tm e n t. The fo llo w in g  y e a r  an  Im port L ic e n s in g  
O rd inance  im posed s im i l a r  c o n d i t io n s  on th e  im p o rt o f  v a r io u s  goods.
I t  was a g a in s t  t h i s  background  th a t  th e  F i r s t  J a p a n -N e th e r la n d s  
Economic C onference was opened i n  1934^^^^. B ut th e  r o o ts  o f  th e  
problem  la y  in  th e  u n iv e r s a l  econom ic r e c e s s io n  and th e  accom panying 
d iv i s i o n  o f  th e  w orld  i n t o  e x c lu s iv e  economic b lo c s ,  and i t  i s  th e r e ­
fo r e  n o t  s u r p r i s in g  t h a t  a t te m p ts  to  f in d  a  b i l a t e r a l  compromise s o lu ­
t i o n  f a i l e d .  In  th e  words o f  a  con tem porary  o b s e rv e r ,  th e s e  n e g o t ia ­
t i o n s ,  and  th e  o th e rs  w hich fo llo w ed  d u rin g  th e  c o u rse  o f  th e  I 9 3 0 's ,  
"m ere ly  had th e  r e s u l t  o f  e n a b lin g  each  co u n try  to  e lu c id a t e  i t s  own 
p o in t  o f  v ie w " (^ ^ ) .
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The in c r e a s in g  p o l i t i c a l  te n s io n  in  r e l a t i o n s  w ith  S o u th e a s t  
A sia n  c o lo n ia l  governm en ts , to g e th e r  w ith  th e  grow th  o f  m i l i t a r y  
in f lu e n c e  on J a p a n 's  g o v ern m en ta l sy stem , le d  to  a  h a rd e n in g  and  i n s t i ­
t u t i o n a l i s a t i o n  o f  r e l a t i o n s  betw een  b u s in e s s  and governm en t. I n  1939 
th e  p r in c i p a l  e x p o r te r s  to  and  im p o r te r s  from  th e  D utch  E a s t I n d ie s  
w ere o rg a n is e d  i n t o  two t r a d e  a s s o c ia t io n s  to  s t r e n g th e n  J a p a n 's  hand
in  th e  t r a d e  war w ith  th e  I n d ie s  a d m i n i s t r a t i o n ^ . Then from  1940
(41 )to  m id -1941 a  second  economic c o n fe re n c e  to o k  p l a c e ' , I n  t h i s  
J a p a n , whose p o s i t i o n  had been  a l t e r e d  by th e  o u tb re a k  o f  war i n  Europe 
and th e  German in v a s io n  o f  th e  N e th e r la n d s , demanded c o n c e ss io n s  w hich 
w ould have e n su red  Jap an ese  econom ic hegemony i n  th e  I n d ie s .  However, 
t h i s  c o n fe re n c e , l i k e  th e  p re v io u s  o n e , ended w ith o u t s u b s ta n t iv e  
a g re e m e n ts . The c lo se  a s s o c ia t io n  o f  b u s in e s s  w ith  governm ent p o l i c y  
i s  w e ll i l l u s t r a t e d  by th e  co m p o sitio n  o f  th e  Ja p a n e se  d e le g a t io n  to  
th e  In d ie s  in  1940. In  th e  e a r ly  s t a g e s ,  th e  c h i e f  Ja p a n e se  n e g o t i a to r  
was th e  M in is te r  f o r  Commerce and  In d u s tr y ,  K obayash i I c h iz o ,  b u t  th e  
s e n s i t i v e  n e g o t i a t i o n s  on o i l  w ere e n t r u s te d  to  Mukai T ad ah aru , th e n  
h ead  o f  M its u i B u ssan , w hich had a  m a jo r  s ta k e  i n  th e  o n ly  J a p a n e se  
o i l  p r o je c t  in  th e  I n d ie s .  The fu s io n  o f  p u b lic  and p r iv a t e  r o l e s  i s  
em phasised  by th e  f a c t  t h a t ,  w h ile  Mukai in  h i s  m ém oires r e c a l l s  t h a t  
he was s e n t  a s  an  o f f i c i a l  governm ent r e p r e s e n t a t i v e ,  con tem p o rary  
Ja p a n e se  new spaper r e p o r t s  r e f e r r e d  to  him c o n s i s t e n t l y  a s  th e  r e p r e s e n ­
t a t i v e  o f  M its u i  B u ssan^^^).
I t  may be n o te d  h e re  th a t  i t  was n o t o n ly  th e  r e a l i t y  o f  th e  
J a p a n e se  b u s in ess -g o v e rn m en t r e l a t i o n s h ip  w hich was s i g n i f i c a n t ,  b u t 
th e  way in  w hich th a t  r e a l i t y  was p e rc e iv e d  by o u ts id e  o b s e rv e r s .  T here 
can be no doubt t h a t ,  i f  l i n k s  betw een th e  z a ib a ts u  and  J a p a n 's  o v e rs e a s  
econom ic p o l ic y  were s t r o n g ,  in  th e  m inds o f th e  I n d ie s  c o lo n ia l  r u l e r s  
th e y  assum ed t r u l y  s i n i s t e r  p r o p o r t io n s .  A w ar-tim e  p u b l i c a t io n  by th e
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N e th e r la n d s  In fo rm a tio n  B ureau  even w ent so f a r  a s  to  a s s o c ia t e  th e  
e a r l y  g row th  o f  Ja p an ese  im m ig ra tio n  to  th e  I n d ie s  w ith  governm ent 
p la n s  f o r  an  in v a s io n  o f  S o u th e a s t A s ia :
"A lread y  d u r in g  th e  ( f i r s t )  World W ar, p r e p a r a t io n s  were 
n o t ic e d  p o in t in g  to  a  p o s s ib le  o c c u p a tio n  o f  th e  N e th e r la n d s  
In d ie s  by J a p a n . . . .  I t  was p a r t i c u l a r l y  o b se rv ed  t h a t  
v e ry  la r g e  numbers o f  Japanese  p h o to g ra p h e rs  a t te m p te d  to  
f in d  an  e x is te n c e  th ro u g h o u t th e  i s l a n d s ,  in c lu d in g  some 
o f  th e  s m a l le s t  p la c e s " l4 3 ) .
Such m isc o n c e p tio n s  a r e  im p o rta n t b e c a u se  th e y  h e lp  to  e x p la in  
th e  r e a c t io n  o f w es te rn  c o lo n ia l  governm ents to  J a p a n 's  econom ic so u th ­
w ard adv an ce . In  th e  p re -w a r  and in  th e  p o s t-w a r  p e r io d s ,  an  e x a g g e ra te d  
co n cep t o f  "Ja p an  In c o rp o ra te d "  ( to  borrow  a  more r e c e n t ly - c o in e d  
p h ra se )  h as  been  a c r u c i a l  e lem en t in  u n d e rs ta n d in g  p o l i t i c a l  c o n f l i c t s  
betw een Ja p a n  and v a r io u s  w e s te rn  and S o u th e a s t  A s ia n  re g im e s .
By th e  tim e o f  th e  second economic c o n fe re n c e , how ever, an  
o v e r t ly  m i l i t a r y  e lem en t had  e n te re d  J a p a n 's  p o l i c i e s  tow ards S o u th e a s t 
A s ia .  A lthough  Ja p a n e se  b u s in e s s  i n t e r e s t s  c l e a r l y  sh a re d  th e  g o v ern ­
m e n t's  re se n tm e n t a t  th e  e x c l u s i v i s t  econom ic p o l i c i e s  o f  th e  W este rn  
c o lo n ia l  pow ers, we can n o t th e r e f o r e  assum e th a t  th e y  a l s o  in s p i r e d  
o r  s u p p o rte d  o f f i c i a l  p la n s  f o r  th e  in v a s io n  o f  S o u th e a s t A sia  and th e  
c r e a t io n  o f  a  G re a te r  E a s t  A sia  C o -P ro s p e r ity  S p h e re . As Yano s t r e s s e s ,  
th e  p r in c i p a l  p re s s u re  f o r  a m i l i t a r y  "Southw ards Advance" came from  
th e  armed fo rc e s  th e m se lv e s : b o th  from s e c t io n s  o f  th e  army who w ished  
to  redeem  t h e i r  la c k  o f  su c c e s s  i n  C h in a , an d , above a l l ,  from  th e  
Navy, whose lo n g  s ta n d in g  i n t e r e s t  in  S o u th e a s t A sia  grew  a s  t h e i r  
f e a r  o f  U .S . m i l i t a r y  m igh t in c re a s e d ^ ^ ^ ^ . From ab o u t 1 936 onwards 
th e  grow th  o f  i n t e r n a t i o n a l  te n s io n  le d  to  a  s p a te  o f  o f f i c i a l  m i l i t a r y  
r e p o r t s  em p h asis in g  th e  v i t a l  r o le  o f S o u th e a s t  A s ia  in  J a p a n 's  
s t r a t e g i c  p la n s .  These cu lm in a ted  in  1940 in  th e  c o n c e p t o f  a 
" G re a te r  E a s t A sia  C o -P ro s p e r i ty  S p h ere" . (P a i Toa Kvoei Ken) em bracing
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th e  w hole o f  E a s t and  S o u th e a s t  A s ia , and p o s s ib ly  a l s o  I n d ia ,  A u s t r a la s ia  
and  beyond. A d e t a i l e d  a n a l y s i s  o f th e  o r ig in s  and  c o n te n t  o f  th e  
" C o -P ro s p e r i ty  Sphere" i d e a l  i s  o u ts id e  th e  scope o f  t h i s  s tu d y ,  b u t 
i t  sh o u ld  be m en tioned  t h a t  th e  term  was used  e s s e n t i a l l y  a s  a  p o l i t i c a l  
s lo g a n , and  i t s  p r a c t i c a l  im p l ic a t io n s  were l e f t  s u f f i c i e n t l y  vague f o r  
th e  co n cep t to  be a b le  to  r e c e iv e  a  la r g e  m easure o f  su p p o r t from  p e o p le  
o f  w id e ly  d i f f e r i n g  id e o lo g ic a l  p o s it io n s ^ ^ ^ ^ .
Some businessm en  w ere q u i te  e x p l i c i t  i n  t h e i r  su p p o r t f o r  a 
Ja p a n e se  in v a s io n  o f  S o u th e a s t A s ia . I s h ih a r a  H i r o ic h i r o ,  f o r  exam ple, 
w ro te  in  J a n u a ry  1941 :
"W ithou t a p p ly in g  h e r  hand to  t h i s  (S o u th  Seas e x p a n s io n ) i t  
w i l l  d e f i n i t e l y  be im p o ss ib le  f o r  Jap an  to  c a r r y  on a  p ro ­
t r a c t e d  w ar. On th e  o th e r  hand , i f  on ly  t h i s  p roblem  i s  
s o lv e d ,  th e re  w i l l  be n o th in g  a t  a l l  to  w orry  a b o u t an d  th e  
p eo p le  can be made to  e n t e r t a in  la rg e  a s p i r a t i o n s .  T h is  i s  
a b s o lu te ly  n e c e s s a ry  f o r  th e  p ro s e c u tio n  o f  th e  w ar. T h ere ­
f o r e ,  I  hope t h a t  we s h a l l  march fo rw ard  a s  soon  as p o s s ib le  • 
tow ard  t h i s  o b je c t iv e "
I s hi ha r a  f u r t h e r  p o in te d  o u t t h a t ,  u n d e r a  C o -P ro s p e r i ty  S phere  
th e  v a s t  e x p o r t s u rp lu s  r e p o r te d  by th e  European c o lo n ie s  i n  S o u th e a s t 
A sia  in  1935 co u ld  be c h a n n e lle d  to  s t im u la te  th e  g row th  o f  th e  
Jap an ese  economy, w h ile  w ith o u t such a  S phere  Jap an  w ould rem aih  depen­
d e n t upon th e  whims o f  th e  c o lo n ia l  governm ents f o r  s u p p l ie s  o f  v i t a l  
raw  m a te r ia ls  such  a s  o i l .  W hile i t  was th e  m i l i t a r y  who w ere b e s t  
a b le  to  c o n v e r t t h e i r  v iew s in to  c o n c re te  p o l i c i e s ,  b u s in essm en  a l s o  
had some v o ic e  in  th e  p o licy -m ak in g  p ro c e s s .  B usinessm en w ere , f o r  
exam ple, r e p r e s e n te d  a lo n g  w ith  b u re a u c ra ts ,  i n t e l l e c t u a l s  and m i l i t a r y  
men on o f f i c i a l  r e s e a r c h  b o d ie s  such a s  th e  i n f l u e n t i a l  Showa R esearch  
A s s o c ia t io n  w hich , in  P r o f e s s o r  K is h i 's  words "had  no sm a ll in f lu e n c e  
on th e  r a t i o n a l e  b eh in d  th e  N avy 's  p o lic y  o f  advance tow ards th e  
S o u thern  A re a s" . O rg a n is a tio n s  l i k e  th e  Nanyo K yokai were a l s o  sub­
c o n tra c te d  by th e  Navy to  c a r r y  o u t r e s e a r c h  on S o u th e a s t A s ia  in  th e  
im m ediate p re -w a r p e r io d (4 ? )^
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I t  i s  d o u b tf u l ,  how ever, w h e th er a l l  b u sinessm en  w ith  i n t e r e s t s  
i n  S o u th e a s t A sia  sh a re d  th e  m i l i t a r i s t i c  v iew s o f  men l i k e  I s h ih a r a ,
I t  m ust be  remembered th a t  I s h ih a ra * s  econom ic em pire was c o n c e n tr a te d  
e n t i r e l y  i n  S o u th e a s t A s ia ,  and  he th e r e f o r e  had e v e ry th in g  to  g a in  and 
n o th in g  to  lo s e  by th e  c r e a t io n  o f  a  G re a te r  E a s t  A sia  C o -P ro s p e r i ty  
S p h ere . But th e  l a r g e r  and  o ld e r - e s t a b l i s h e d  z a ib a ts u  had  a  lo n g  
h i s to r y  o f  com m ercial t i e s  w ith  Europe and  th e  U n ited  S t a t e s  and were 
th e r e f o r e  l e s s  l i k e l y  to  be w i l l i n g  to  r i s k  a  f u l l - s c a l e  m i l i t a r y  con­
f r o n t a t i o n  w ith  th e s e  n a t io n s .  The v iew s o f  such  e n t e r p r i s e s  a re  
p e rh ap s  b e t t e r  r e p re s e n te d  by th e  i n d u s t r i a l i s t  Asano Ryozo, who, a s  
l a t e  a s  1939, hoped t h a t  J a p a n  co u ld  c a r r y  o u t i t s  a im s in  A s ia  w ith  
th e  c o -o p e ra t io n  o f  th e  U n ite d  S t a t e s .  In  an  in te rv ie w  r e p o r te d  i n  
th e  Japan  Times Weekly Asano s t a t e d  t h a t  " i n t e r e s t s  o f  J a p a n  and 
A m erica i n  th e  O r ie n t a r e  . . . C o - o r d in a t iv e " .
"S in ce  th e  amount o f th e  in v e s tm e n ts  o f  th e  U n ite d  S t a t e s  i n  
th e  E a s t i s  c o m p a ra tiv e ly  sm a ll and p a r t i c u l a r l y  in  v iew  o f  
th e  f a c t  t h a t  A m erican e x p o r ts  to  t h i s  s e c t io n  o f th e  w o rld  
a r e  occu p ied  l a r g e ly  by p e tro le u m , tobacco  and  o th e r  com­
m o d itie s  w hich a re  s c a rc e  i n  J a p a n , Mr Asano s a id  he s e e s  
no re a so n  why th e  two c o u n t r ie s  c a n n o t c o -o p e ra te  w ith  each  
o th e r  eco n o m ica lly  and  o th e rw is e .  . . .
"Japan  ought to  seek  h e r  way to  th e  n o r th  and  s o u th ,  w here 
th e r e  i s  a g r e a t  room f o r  th e  developm ent o f  th e  Ja p a n e se  
ra c e "  he s a id  " I f  you ask  my o p in io n , I  sh o u ld  say  t h a t  
Jap an  and  th e  U n ited  S ta t e s  m ust c o -o p e ra te  f o r  th e  d ev e lo p ­
ment o f  m ark e ts  in  th e  O rie n t"
A lthough  th e  f i n a l  s e n te n c e  h as  an  a lm o s t p ro p h e t ic  r i n g ,  i n  th e  
l i g h t  o f  p o s t-w a r  e v e n ts ,  such  s e n tim e n ts  w ere n o t  r e a l i s t i c  in  th e  
c irc u m sta n c e s  o f  th e  l a t e  1 9 3 0 's .  The z a ib a ts u  r e p r e s e n t a t i v e s  who 
h e ld  such  view s may have a c te d  a s  a  s l i g h t  r e s t r a i n i n g  fo rc e  in  th e  
p e r io d  b e fo re  t o t a l  war became i n e v i t a b l e ,  b u t i t  was th e y  who u n d e r ­
s to o d  b e s t  o f  a l l  th e  v i t a l  r o le  w hich S o u th e a s t  A sia  m ust p la y  in  such  
a  w ar, and  once th e  governm ent was s e t  on a  m i l i t a r y  s o lu t io n  Ja p a n e se  
b u s in e s s  th rew  i t s e l f  w h o le -h e a r te d ly  in t o  th e  t a s k s  o f  p ro m o tin g  
J a p a n 's  "Southw ard A dvance".
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J a p a n e se  B u s in e s s  and th e  C o lo n ia l S t r u c tu r e  o f  th e  I n d ie s
An a n a ly s i s  o f  th e  r e l a t i o n s h ip  betw een o v e rs e a s  in v e s t in g  f i rm s  
and lo c a l  e l i t e s  i s  a lw ays a  com plex m a t te r ,  b u t t h i s  i s  p a r t i c u l a r l y  
t r u e  o f  a  c o lo n ia l  s i t u a t i o n  i n  w hich th e  i n t e r e s t s  o f  in d ig e n o u s  e l i t e s  
a r e  l i k e l y  to  be r a d i c a l l y  opposed to  th o se  o f  th e  c o lo n ia l  a d m in is t r a ­
t i o n .  I n  th e  ca se  o f  th e  p re -w ar D utch E a s t I n d ie s ,  we m ust c o n s id e r  
th e  r e l a t i o n s h i p  o f  J a p a n e se  f irm s  w ith  th r e e  q u i t e  d i s t i n c t  g ro u p s : 
th e  E uropean  a d m in i s t r a t iv e  and b u s in e s s  e l i t e ;  th e  o v e rse a s  C h in e se  
com m unity, who p la y e d  a  c e n t r a l  r o le  i n  i n t e r n a l  t r a d e  and d i s t r i b u ­
t i o n  in  th e  I n d i e s ,  an d  th e  n a s c e n t In d o n e s ia n  p o l i t i c a l  e l i t e .
A lth o u g h  Ja p a n e se  im m igran ts  to  th e  In d ie s  p la y e d  a  r o l e  r a t h e r  
s im i la r  to  t h a t  o f  th e  o v e rse a s  C h in e se , th e  la rg e  Ja p a n e se  c o rp o ra ­
t i o n s ,  a s  we have s e e n , fo llo w ed  c lo s e ly  in  th e  s te p s  o f  th e  m a jo r 
W estern  in v e s to r s  i n  th e  I n d ie s .  I n  th e  e a r l i e s t  p e r io d s  th e  z a ib a ts u -  
r e l a t e d  t r a d in g  and in v e s t in g  com panies, w hich w ere a f t e r  a l l  l a r g e ly  
m o d e lled  on W estern  e n t e r p r i s e s ,  so u g h t to  i d e n t i f y  th e m se lv e s  w ith  
th e  E uropean  community i n  S o u th e a s t A s ia .  I n  1921, f o r  exam ple, M its u i 
B u s sa n 's  S urabaya r e p r e s e n ta t iv e  recommended t h a t  th e  company sh o u ld  
n o t in v o lv e  i t s e l f  in  th e  p r o f i t a b le  i n t e r n a l  In d ie s  s u g a r  t r a d e  
b e c a u se , "by p u t t in g  u s  on th e  same l e v e l  a s  C hinese and  In d ia n  t r a d ­
in g  f i r m s ,  t h i s  s p e c u la t io n  co u ld  damage th e  d ig n i ty  o f  o u r company" 
Jap an ese  com panies w ere to  some e x te n t s u c c e s s fu l  i n  s e c u r in g  th e  
a c c e p ta n c e  o f  t h e i r  w e s te rn  r i v a l s  in  th e  I n d ie s :  th e  Ja p a n e se  were 
o f f i c i a l l y  g iv e n  th e  s t a t u s  o f "h o n o ra ry  Europeans" by th e  c o lo n ia l  
governm ent ( a  d u b io u s  d i s t i n c t i o n  w hich th e y  en joy  in  S ou th  A f r ic a  to  
th e  p r e s e n t  d a y ) .
In  th e  e a r l y  1 9 3 0 's ,  how ever, th e re  was a  m arked s h i f t  in  
o f f i c i a l  Ja p an ese  a t t i t u d e s  to  th e  c o lo n ia l  re g im e . From t h i s  p e r io d  
onw ards, p u b l ic  s ta te m e n ts  by Ja p a n e se  businessm en  and econom ic
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n e g o t i a to r s  te n d e d  in c r e a s in g ly  to  i d e n t i f y  J a p a n 's  i n t e r e s t s  w ith  
th o s e  o f  th e  In d o n e s ia n  p o p u la tio n  r a t h e r  th a n  w ith  th o s e  o f  th e  
E uropean  c o lo n ia l  pow ers. T h is  i s  i m p l i c i t ,  f o r  eza m p le , in  th e  s t a t e ­
ment o f  J a p a n 's  c h i e f  r e p r e s e n ta t iv e  to  th e  1934 econom ic c o n fe re n c e :
"The D utch E a s t I n d ie s  i s  a  p ro d u ce r o f  raw m a te r i a l s ,  w h ile  
Jap an  i s  dependent upon o th e r  c o u n tr ie s  to  su p p ly  th e  raw 
m a te r ia l s  n e c e s s a ry  f o r  h e r  m ajo r modern i n d u s t r i e s .  More­
o v e r ,  Ja p a n , b e in g  o n ly  5 ,000  m ile s  from  th e  I n d i e s ,  i s  
more fa v o u ra b ly  s i t u a t e d  th a n  European n a t io n s ,  and f o r  t h i s  
and  o th e r  re a s o n s  J a p a n 's  i n d u s t r i a l  p roduce i s  b e s t  s u i te d  
i n  p r ic e  and q u a l i t y  to  th e  economic l i f e  o f  th e  mass o f  th e  
In d ie s  p o p u la t io n . T h e re fo re  i t  i s  n a tu r a l  t h a t  Jap an  and  
th e  I n d ie s  sh o u ld  h e lp  one a n o th e r ,  and  sh o u ld  be bound 
to g e th e r  by in s e p a r a b le  t i e s " ( 5 0 ) .
As tim e w ent on su ch  se n tim e n ts  were even more p l a i n l y  e n u n c ia te d ;
"B road ly  s p e a k in g , th e  S ou th  Seas f o r e ig n  t r a d e  i s  f e a tu r e d  
by th e  f a c t  t h a t  t h e i r  r e s p e c t iv e  home c o u n t r ie s  occupy an 
im p o r ta n t p o s i t io n  i n  i n t e r n a t i o n a l  t r a d e  r e l a t i o n s ,  w h ile  
th e  Ja p a n e se  s h a re  i s  b u t a  drop in  th e  b u c k e t .  . . . The 
home c o u n t r i e s '  o v e r - im p o r ta n t p o s i t io n  in  t h e i r  r e s p e c t iv e  
c o lo n ie s  i s  a t t r i b u t e d  to  none o th e r  th a n  t h e i r  s e l f - c e n t r e d  
c o lo n ia l  p o l ic y  p u rsu ed  i n  u t t e r  d is r e g a rd  o f  th e  n a t iv e s  
who a re  u n d o u b te d ly  d e s iro u s  o f buying  cheap goods from 
t h i s  c o u n try  ( i . e .  J a p a n ) " ( 5 l ) .
The change in  Ja p a n e se  o f f i c i a l  a t t i t u d e s  to w ard s th e  c o lo n ia l  
e l i t e  can  be a t t r i b u t e d  to  v a r io u s  c a u s e s .  To a  l a r g e  e x t e n t ,  i t  was 
c l e a r l y  a  r e a c t io n  to  th e  in c r e a s in g ly  h o s t i l e  and d is c r im in a to r y  
p o l i c i e s  o f  th e  c o lo n ia l  governm ent tow ards Ja p a n e se  t r a d e  and in v e s t ­
m ent. I t  may a l s o  have r e f l e c t e d  a r e a l i s a t i o n  by Ja p a n e se  b u s in e s s  
and p o l i t i c a l  le a d e r s  t h a t  th e  c o lo n ia l  reg im es o f  S o u th e a s t A sia  c o u ld  
n o t l a s t  f o r  e v e r ,  and th a t  J a p a n 's  lo n g  te rm  i n t e r e s t s  la y  w ith  th e  
in d ig en o u s  p o p u la tio n  r a t h e r  th a n  w ith  th e  w es te rn  e x p a t r i a t e  com­
m u n it ie s .  A t th e  same t im e , th e se  in c r e a s in g ly  a n t i - w e s te r n  s e n t i ­
m ents were p a r t  o f  a  w id e r  g row th  o f Pan A sian  n a t io n a l i s m  i n  J a p a n , 
and were p e rh a p s  f u e l l e d  by a genuine d i s q u ie t  am ongst J a p a n e se  b u s in e s s ­
men and d ip lo m a ts  a t  th e  p a te n t  i n j u s t i c e s  o f  th e  c o lo n ia l  system  w hich
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th e y  e n c o u n te re d  d u r in g  t h e i r  to u r s  o f d u ty  in  S o u th e a s t A s ia ,  M atsuu ra  
K o j i r o ,  a  p re -w a r  I n d ie s  r e p r e s e n ta t iv e  o f a  m ajo r Jap an ese  t r a d i n g  
f i r m ,  i s  t y p i c a l  o f  many when he r e c a l l s  how h i s  e a r l y  in d i f f e r e n c e  to  
th e  p o l i t i c a l  c o n d i t io n s  o f  th e  In d ie s  changed a s  he became in c r e a s ­
in g ly  aw are o f  th e  d i s p a r i t y  betw een th e  incom es and e d u c a t io n a l  o p p o r-
( 52)t u n i t i e s  o f  th e  E uropean  community and th o se  o f  th e  In d o n e s ia n  m asses  , 
R e la t io n s  betw een Ja p a n e se  com panies and th e  o v e rs e a s  C h in ese  
community in  th e  I n d ie s  were a l s o  u n e a sy . I t  was th e  C h in ese  who had 
m ost to  lo s e  from  th e  grow th  o f  s m a l l - s c a le  e n t e r p r i s e s  -  sh o p s , 
l a u n d r i e s ,  e t c .  -  s e t  up by Jap an ese  im m igran ts  to  th e  I n d ie s .  L a rg e r  
C h inese  c o n c e rn s  w ere a l s o  th re a te n e d  by th e  grow ing r o l e  o f  J a p a n e se  
com panies in  th e  I n d ie s  f o r e ig n  t r a d e .  But i t  was p o l i t i c a l ,  r a t h e r  
th a n  econom ic, i s s u e s  w hich b ro u g h t m a tte r s  to  a  h e a d . I n  1931, i n  
re sp o n se  to  J a p a n 's  s e iz u r e  o f  M anchuria , C h inese  b u s in e s s e s  th ro u g h o u t
( 5 3 )S o u th e a s t A s ia ,  s ta g e d  a  b o y c o t t  o f Jap an ese  goods . In  th e  I n d ie s , ,  
th e  b o y c o t t  l a s t e d  f o r  a lm o s t fo u r  m onths, and was accom panied  by th e  
fo rm a tio n  o f m i l i t a n t  a n t i - J a p a n e s e  o rg a n is a t io n s  am ongst C h inese  com­
m u n it ie s  i n  some p a r t s  o f  th e  a rc h ip e la g o ,  n o ta b ly  M edan. I t  w as, 
how ever, l e s s  e f f e c t i v e  th a n  b o y c o tts  s ta g e d  in  c o u n t r i e s  such  a s  
M alaya and S in g a p o re , whose C hinese p o p u la tio n s  w ere l a r g e r  and  had  
c l o s e r  t i e s  w ith  t h e i r  home c o u n try . The r e s u l t s  o f  th e  b o y c o t t  i n  
th e  In d ie s  w ere p a r a d o x ic a l :  by f o r c in g  Jap an ese  com panies to  b y -p a s s  
th e  C h in e s e -c o n tr o l le d  r e t a i l  sy stem , i t  a p p e a rs  to  have  encou rag ed  
th e  c r e a t io n  o f  J a p a n e s e  owned d i s t r i b u t i o n  n e tw o rk s , th u s  s t r e n g th e n ­
in g  J a p a n 's  r o l e  i n  th e  I n d ie s  economy.
U psurges o f  a n t i - J a p a n e s e  f e e l in g  am ongst th e  O verseas C h in ese  
com m unities r e c u r r e d  s p o r a d ic a l ly  th ro u g h o u t th e  1 9 3 0 's ,  b u t in  s p i t e  
o f  th e s e  i t  sh o u ld  be n o te d  th a t  good r e l a t i o n s  w ere e s t a b l i s h e d  a t  an 
in d iv id u a l  l e v e l  betw een many Jap an ese  and C h inese  businessm en  i n  
S o u th e a s t A s ia ,  an d  th a t  Jap an  became in c r e a s in g ly  aw are o f  th e  im p o rtan ce
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o f  e s t a b l i s h i n g  l i n k s  w ith  th e  O verseas C h in e se , A f te r  th e  c r e a t io n  
o f  th e  p ro -J a p a n e se  Wang Ching-W ei reg im e in  N anking th e  Jap an ese  
C o n su lA te -C e n e ra l i n  B a ta v ia  became a  fo c u s  o f  e f f o r t s  to  win su p p o r t 
from  th e  C h inese  com m unities i n  J a v a , r e c r u i t i n g  am ongst o th e rs  
C, M, Chow, a  C h in e se -In d o n e s ia n  j o u r n a l i s t  who was to  p la y  an  a c t iv e
( 54 )p a r t  i n  p o s t-w a r  r e l a t i o n s  betw een Jap an  and In d o n e s ia ' . Some 
j o i n t  v e n tu re s  betw een Ja p a n e se  and C h inese  c a p i t a l  had  been  e s t a b l i s h e d  
i n  th e  P h i l ip p in e s  d u r in g  th e  1 9 3 0 's  and by th e  im m ediate  p re -w ar 
p e r io d  Jap an ese  e x p e r t s  w ere a d v o c a tin g  th e  e x te n s io n  o f  "S in o -Ja p a n e se  
j o i n t  e n t e r p r i s e s  th ro u g h  c o l la b o r a t io n  betw een C h inese  c a p i t a l  and 
Ja p a n e se  te c h n iq u e  a s  p a r t  o f o u r p o l ic y  tow ards C h inese  s e t t l e r s  in  
th e  S o u th  8 e a s " (^ ^ ) .
J a p a n e se  a t te m p ts  to  sway C hinese p u b l ic  o p in io n  w ere , how ever, 
l e s s  s u c c e s s f u l  th a n  t h e i r  a t te m p ts  to  win th e  s u p p o r t o f  p o l i t i c a l l y  
c o n sc io u s  In d o n e s ia n s ,  T h ere  a p p e a rs  to  have been some t r u t h  in  
Jap an ese  c la im s  t h a t  th e  g row th  o f  m an u fac tu red  im p o rts  from  Jap an  
harm ed W este rn  r a t h e r  th a n  In d o n e s ia n  i n t e r e s t s .  A lthough  i n  some 
a r e a s  o f  th e  economy ( n o ta b ly  t e x t i l e s )  Ja p a n e se  im p o r ts  com peted w ith  
d o m estic  p ro d u c tio n , th e  a v a i l a b i l i t y  o f  cheap m a n u fa c tu red  goods 
in c re a s e d  th e  p u rc h a s in g  power o f  many In d o n e s ia n s  a t  a  tim e when 
money wages w ere s ta g n a n t  o r  d e c l in in g .  C e r t a in ly ,  th e  e v id e n t popu­
l a r i t y  o f  Jap an  i n  th e  l a t e  1 9 3 0 's  su g g e s ts  t h a t  Ja p a n e se  econom ic 
in f lu e n c e  was n o t re g a rd e d  a s  a  t h r e a t  by th e  m a jo r i ty  o f  th e  pop u la ­
t i o n ,  D e l ib e r a te  l i n k s  w ith  In d o n e s ia n  n a t i o n a l i s t  f ig u r e s  a p p e a r  to  
have been  f o s t e r e d  o n ly  by a  h a n d fu l o f J a p a n e se  com panies -  and f o r  
th e  m ost p a r t  by th e  new er e n t e r p r i s e s  r a t h e r  th a n  by th e  o ld - e s t a b l i s h e d  
z a ib a t s u . T h is  i s  o f  some i n t e r e s t  s in c e  i t  i s  a  p a t t e r n  w hich r e c u r s  
i n  th e  p o s t-w a r  p e r io d  -  p o l i t i c a l  r i s k - t a k i n g  i s  m ost commonly a  
f e a t u r e  o f  new e n t r a n t s  to  a  p a r t i c u l a r  m arket o r  i n d u s t r i a l  s e c to r .
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w h ile  e s t a b l i s h e d  com panies a r e  e i t h e r  more p ru d e n t i n  t h e i r  p o l i t i c a l  
a c t i v i t i e s  o r  more s u c c e s s f u l  in  k e e p in g  them s e c r e t .  The most o v e r t l y  
p o l i t i c a l  o f  J a p a n e se  e n tre p re n e u r s  in  S o u th e a s t A s ia  was p ro b a b ly  
I s h ih a r a  H i r o i c h i r o ,  whose su p p o r t f o r  numerous Ja p a n e se  u l t r a ­
n a t i o n a l i s t  and Pan A sian  s e c r e t  s o c i e t i e s  i s  w e ll  docum ented. I s h i h a r a 's  
p o l i t i c a l  a c t i v i t i e s  ex ten d ed  to  th e  I n d i e s ,  where he f in a n c e d  v i s i t s  
t o  Jap an  f o r  p ro m in en t In d o n e s ia n  j o u r n a l i s t s ^ . S im i la r  schem es 
w ere su p p o r te d  by th e  sem i-g o v em m en ta l South  M anchuria R ailw ay
( 5 7 )Company' , J a p a n 's  in f lu e n c e  on p re -w ar In d o n e s ia n  n a t io n a l i s m ,  
how ever, a ro s e  l e s s  from such  c o v e r t  p o l i t i c a l  a c t i v i t i e s  th a n  from  th e  
s h e e r  p re se n c e  o f  Ja p a n  in  S o u th e a s t A s ia ,  The grow ing  number o f  
Ja p a n e se  m a n u fa c tu red  goods in  th e  sh o p s, and o f Japanese-ow ned  e n t e r ­
p r i s e s  th ro u g h o u t th e  I n d ie s ,  to g e th e r  w ith  th e  in c r e a s in g  s ig n i f i c a n c e  
o f  Jap an  a s  a  p o l i t i c a l  f o r c e  i n  A s ia , d id  n o t f a i l  to  im p ress  th e  
In d o n e s ia n  i n t e l l i g e n t s i a ,  whose e d u c a tio n  u n d er th e  c o lo n ia l  sy stem  
had been  d e s ig n e d  to  in c u lc a te  th e  myth o f  w h ite  s u p e r i o r i t y .  S u ta n  
S j a h r i r ,  h im se lf  d e e p ly  in f lu e n c e d  by W estern c u l tu r e  an d  d e e p ly  
s u s p ic io u s  o f J a p a n ,  w rote in  1939:
" I n d i r e c t l y ,  th e  p o p u la r  su p p o rt f o r  Jap an  i s  a  means o f  
e x p re s s in g  f e e l in g s  o f  a n t ip a th y  tow ard  th e  D utch r o l e .  . . , 
I t  i s  n o t  t h a t  th e  peo p le  re g a rd  th e  Jap an ese  a s  g u a rd ia n  
a n g e ls ,  o r  t h a t  anyone w ishes to  exchange th e  D u tch  f o r  
th e  J a p a n e s e . . . . R a th e r , t h e i r  d e l ig h t  a p p l ie s  s im p ly  
to  th e  d i f f i c u l t i e s  t h a t  th e  ' b rav e  l i t t l e  J a p a n e s e ' a r e  
c a u s in g  th e  h a te d  b u t s t i l l  f e a r e d  w h ite  man. I t  i s ,  in  
f a c t ,  p r e c i s e l y  th e  ones who a re  a f f e c t e d  m ost by f e e l in g s  
o f  i n f e r i o r i t y  who f e e l  s y m p a th e tic a l ly  in c l in e d  tow ard  th e  
Jap an ese  in  t h i s  way"(5 8 ) .
J a p a n -S o u th e a s t A s ia  Economic R e la t io n s  in  t h e i r  H i s t o r i c a l  C o n te x t 
The d is c u s s io n  so f a r  in d i c a te s  some o f  th e  p o l i t i c a l  im p lic a ­
t i o n s  o f  J a p a n 's  p re -w a r  economic i n t e r e s t s  in  S o u th e a s t  A s ia . To 
sum m arise: th e  econom ic p o l i c i e s  o f  J a p a n 's  le a d e r s  from  th e  M e ij i  
p e r io d  onw ards, and  p a r t i c u l a r l y  from th e  l a t e  1 9 2 0 ' s ,  made Japan
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i n c r e a s in g ly  d ep en d en t on S o u th e a s t A s ia  a s  a  so u rce  o f  raw m a te r ia l  
im p o r ts  and  a s  a  m ark e t f o r  m an u fac tu red  e x p o r ts ;  J a p a n 's  grow ing 
econom ic r o l e  i n  th e  In d ie s  le d  to  p o l i t i c a l  c o n f l i c t  w ith  th e  D utch 
c o lo n ia l  a d m in i s t r a t io n ,  and  t h i s  c o n f l i c t  was a g g ra v a te d  by th e  
i d e n t i f i c a t i o n  o f  Jap an ese  b u s in e s s  w ith  Jap an ese  governm ent i n  th e  
m inds o f  th e  D u tch  a u t h o r i t i e s ,  and by th e  f a c t  t h a t  J a p a n 's  econom ic 
a d v a n c e , w hich underm ined  th e  suprem acy o f  th e  c o lo n ia l  power and 
en co u rag ed  th e  f o r c e s  o f  In d o n e s ia n  n a t io n a l i s m , was se e n  a s  a  p o l i t i c a l  
t h r e a t  to  D utch c o n t r o l  in  th e  I n d ie s .  B ut r e l a t i o n s  betw een Jap an  
and th e  D utch E a s t  I n d ie s  d id  n o t  d evelop  in  i s o l a t i o n  from  th e  o u t­
s id e  w o rld . The grow th  o f  J a p a n e se  econom ic i n t e r e s t  i n  th e  I n d ie s ,  
and th e  p o l i t i c a l  c o n f l i c t  w hich t h i s  i n t e r e s t  p ro duced , c a n n o t be 
u n d e rs to o d  w ith o u t some r e f e r e n c e  to  developm ents w hich w ere ta k in g  
p la c e  in  th e  i n t e r n a t i o n a l  economy and th e  i n t e r n a t i o n a l  b a la n c e  o f  
pow er.
The in c r e a s e  o f  Jap an ese  in v e s tm e n t in  S o u th e a s t  A sia  d u r in g  th e  
1 9 3 0 's  was m e re ly  p a r t  o f  a  g e n e ra l  in c re a s e  in  w hich some f e a t u r e s  o f  
th e  m odem  m u l t in a t io n a l  c o r p o ra t io n  were a l re a d y  e v id e n t .  From th e  
l a t e  1 9 2 0 's  onward th e re  had b een , n o t on ly  a r i s e  in  in v e s tm e n t by 
l a r g e  w e s te rn  c o r p o r a t io n s ,  b u t a l s o  a  marked t r e n d  tow ards m a n u fa c tu r­
in g  in v e s tm e n t .  In  th e  ca se  o f  th e  I n d ie s  t h i s  came b o th  from th e  o ld -  
e s t a b l i s h e d  c o l o n ia l  com panies such  a s  Borsumy, Jaco b sen  van den B erg 
e t c .  and  from  g i a n t  m a n u fa c tu r in g  c o rp o ra t io n s  -  " m u l t in a t io n a l s "  in  
th e  modem  sen se  o f  th e  word -  among them G en era l M o to rs , G oodyear,
( 59 )U n ile v e r ,  B a ta , E v e r Ready and  B r i t i s h  A m erican Tobacco . The 
grow ing  im p o rtan ce  o f  th e  m u l t in a t io n a l  c o rp o ra t io n  i n  th e  re g io n  was 
em phasised  by C a l l i s  i n  h i s  s u rv e y  o f f o r e ig n  in v e s tm e n t in  S o u th e a s t  
A s ia ,  p u b lis h e d  i n  1942.
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"The m ost p o w erfu l in s tru m e n t in  o u r  tim es  f o r  th e  prom otion  
o f  t r a d e  a s  w e ll a s  th e  p la c in g  o f  in v e s tm e n ts  i s  th e  g r e a t  
i n t e r n a t i o n a l  c o r p o r a t io n .  I t s  g row ing in f lu e n c e  can  be 
h a r d ly  o v e re s t im a te d  and  i t  h a s  c e r t a i n l y  n o t  r e c e iv e d  th e  
am ount o f  a t t e n t i o n  w hich  i t  d e se rv e s .
The f i n a n c i a l  and  l e g a l  s t r u c t u r e  o f  th e  g r e a t  c o r p o r a t io n  
makes i t  e x c e p t io n a l ly  w e ll  s u i te d  f o r  i n t e r n a t i o n a l  b u s in e s s . 
I t s  a b i l i t y  to  t r a n s c e n d  p o l i t i c a l  b o u n d a r ie s ,  to  a t t r a c t  
and  acc u m u la te  c a p i t a l ,  to  e s t a b l i s h ,  a c q u i r e  an d  c o n t ro l  
s u b s i d i a r i e s ,  to  combine d e c e n t r a l i s e d  b u s in e s s  w ith  
c e n t r a l i s e d  management and  f in a n c e s ,  h a s  made th e  g r e a t  
c o r p o r a t io n  an  e f f e c t i v e  and a t t r a c t i v e  medium f o r  p r iv a t e  
b usinessm en  and  governm ents in  t h e i r  d e s i r e  to  e x e r t  
econom ic c o n t r o l  in  f o r e ig n  la n d s .  . . .
Today tw o - th i rd s  o f  th e  fo re ig n  c a p i t a l  i n  S o u th e a s t  A sia  i s  
t h a t  o f  c o r p o r a t i o n s " .
C le a r ly ,  some o f  th e  f o r c e s  b eh in d  th e  p o s t-w a r  boom i n  m u l t i ­
n a t i o n a l  in v e s tm e n ts  were a l r e a d y  a t  work in  th e  1930*s .  The te c h n ic a l  
p r e - r e q u i s i t e s  o f  th e  m u l t in a t io n a l  c o rp o ra t io n ;  t e le g r a p h ,  te le p h o n e s ,  
r a d i o ,  a i r  t r a v e l  e t c .  w ere b e in g  developed  th ro u g h o u t th e  w o rld . The 
g r e a t  o l i g o p o l i s t i c  c o r p o r a t io n s  w ere, a s  in d i c a te d  i n  th e  q u o ta t io n  
from  C a l l i s ,  a l r e a d y  an im p o rta n t fo rc e  in  d ev e lo p ed  w e s te rn  econom ies. 
A t th e  same t im e , th e  econom ic c irc u m sta n c e s  o f  th e  1 9 3 0 's  p roduced  
c e r t a i n  d i s in c e n t iv e s  to  in v e s tm e n t in  th e  home economy w h ile  th e  com­
p e t i t i v e  grow th  o f  im p o rt r e s t r i c t i o n s  s t im u la te d  in v e s tm e n t a b ro a d  a s  
a  s t r a t e g y  to  a v o id  such  r e s t r i c t i o n s .  B ut th e  p o l i t i c a l  c o n d i t io n s  
w hich w ere to  f a v o u r  th e  ex p an s io n  o f  w orld  t r a d e  and  th e  r i s e  o f  th e  
m u l t in a t io n a l  c o r p o r a t io n  in  th e  1 9 5 0 's  and 1 9 6 0 's  were c o n sp ic u o u s ly  
a b s e n t  in  th e  im m ediate  p re -w a r  p e r io d .  As G ilp in  h a s  p e r s u a s iv e ly  
a r g u e d ; -
"An econom ic system  . . . does n o t a r i s e  sp o n ta n e o u s ly  owing 
to  th e  o p e r a t io n  o f an  i n v i s i b l e  hand , and  in  th e  ab sen ce  o f  
th e  e x e r c is e  o f  pow er. R a th e r ,  ev e ry  econom ic system  r e s t s  
on a  p a r t i c u l a r  p o l i t i c a l  o rd e r ;  i t s  n a tu re  c a n n o t be u n d er­
s to o d  a s id e  from  p o l i t i c s " ( G l ) .
A cco rd in g  to  t h i s  a rg u m en t, th e  n in e te e n th  and e a r ly  tw e n t ie th  
c e n tu ry  e r a  o f  f r e e  t r a d e  was en su red  by th e  dom inance o f  G re a t B r i t a in
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i n  w orld  a f f a i r s .  S im i la r ly ,  th e  p o s t-w a r  e r a  o f  m u l t i n a t io n a l i s a t i o n  
r e f l e c t s  U .S . predom inance in  th e  non-Communist w o rld ; and  th e  econom ic 
c o n f l i c t  o f  th e  1 9 3 0 's  r e f l e c t s  th e  h ia tu s  betw een th e  d e c l in e  o f  
B r i t i s h  econom ic suprem acy and th e  e n t ry  o f  th e  U .S . a s  th e  p r i n c i p a l  
a c t o r  i n  th e  w orld  econom ic sy stem . The f a i l u r e  o f  th e  i n t e r n a t i o n a l  
sy stem  to  r e g u la te  th e  grow ing  f o r c e s  o f econom ic r e g io n a l is m  le d  to  
d e c l in in g  t r a d e  and  an  u n fa v o u ra b le  p o l i t i c a l  env ironm ent f o r  th e  
g ro w th  o f  i n t e r n a t i o n a l  in v e s tm e n ts .  I n  such  a  c l im a te  th e  f o r e ig n  
in v e s tm e n t w hich d id  ta k e  p la c e  was l a r g e ly  c o n f in e d  w ith in  th e  
in c r e a s in g ly  r i g i d  b o u n d a rie s  o f  r e g io n a l  econom ic b lo c s .  Ja p a n e se  
f o r e ig n  in v e s tm e n t, f o r  exam ple, w hich in  th e  m id -1 9 3 0 's  re a c h e d  
l e v e l s  w hich w ere n o t  to  be e q u a l le d  f o r  a n o th e r  t h i r t y - f i v e  y e a r s ,  
was v e ry  la r g e ly  c o n f in e d  to  th e  Ja p a n e se  sp h ere  o f  p o l i t i c a l  in f lu e n c e  
i n  E a s t  A s ia .
The grow ing econom ic, and u l t im a te ly  m i l i t a r y  c o n f l i c t  betw een  
Jap an  and th e  c o lo n ia l  a d m in is t r a t io n  o f th e  D utch  E a s t I n d ie s  c a n n o t 
th e r e f o r e  be a t t r i b u t e d  s im p ly  to  th e  a c t i v i t i e s  o f  Ja p an ese  com panies 
o r  to  th e  In d ie s  g o v e rn m e n t's  r e a c t io n s  to  th o se  a c t i v i t i e s .  R a th e r ,  
i t  must be seen  in  th e  w id e r  c o n te x t  o f a w orld  w here p o l i t i c a l  
r e a l i t i e s  had c e a se d  to  confonn  w ith  econom ic r e a l i t i e s ;  w here 
European c o n t ro l  o f  much o f  S outh  and S o u th e a s t A sia  was b e in g  u n d er­
m ined, n o t  o n ly  by  th e  r i s e  o f  new economic powers such  as  J a p a n , b u t 
a l s o ,  from  w i th in ,  by th e  r e l a t i v e  d e c l in e  o f  E urope a s  th e  c e n t r e  o f  
th e  w o rld  economy. I t  i s  i n  t h i s  e x te r n a l  s i t u a t i o n  t h a t  we m ust seek  
th e  fu ndam en ta l c a u se s  o f  J a p a n 's  in v a s io n  o f  S o u th e a s t  A sia  w ith  a l l  
i t s  enormous im p l ic a t io n s  f o r  th e  p o l i t i c a l  and econom ic developm en t 
o f  th e  r e g io n .
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J a p a n e se  Companies D uring  th e  O ccupation  o f  In d o n e s ia
I t  i s  common p r a c t i c e  f o r  s tu d ie s  o f  th e  developm ent o f  Ja p a n e se  
b u s in e s s  to  p a s s  o v e r  th e  w ar y e a rs  w ith  l i t t l e  more th a n  a  few sen ­
te n c e s  e x p la in in g  th e  e x c e p t io n a l  n a tu re  o f  t h i s  p e r io d .  I n  some 
s e n se s  t h i s  i s  j u s t i f i e d .  The y e a rs  from  1942 to  1945 (an d  in d e e d  th e  
y e a rs  im m ed ia te ly  b e fo re  th e  o u tb re a k  o f  th e  P a c i f i c  War) c l e a r l y  w ere 
u n ty p ic a l  in  many r e s p e c t s .  As alw ays i n  tim e  o f  w ar, th e  norm al 
w orking o f  p r iv a t e  com panies was c o n s tr a in e d  by a  h ig h  d e g re e  o f  govern ­
m en ta l and  m i l i t a r y  c o n t r o l .  B e s id e s , th e  g r e a t  ex p an s io n  o f  Jap an ese  
c a p i t a l  in t o  th e  o ccu p ied  a r e a s  o f  S o u th e a s t A sia  was t o t a l l y  r e v e rs e d  
a t  th e  end o f  th e  W ar, so  th e r e  was no d i r e c t  c o n t in u i ty  betw een w ar­
tim e i n t e r e s t s  and  p o s t-w a r  Jap an ese  in v e s tm e n t p r o j e c t s .
I n  t h i s  s tu d y ,  how ever, i t  i s  n e c e s s a ry  f o r  a  number o f  re a s o n s  
to  ta k e  a  s l i g h t l y  more d e t a i l e d  look  a t  th e  a c t i v i t i e s  o f  J a p a n e s e  
f irm s  i n  o ccu p ied  In d o n e s ia .  In  th e  f i r s t  p la c e ,  th e  r o le  o f  Ja p an ese  
com panies i n  th e  o c c u p a tio n  o f  S o u th e a s t A sia  i s  i n  i t s e l f  a  m a t te r  o f 
h i s t o r i c a l  i n t e r e s t  w hich h a s  so f a r  been  l a r g e l y  o v e r- lo o k e d  by s tu d ie s  
o f  th e  War p e r io d .  S e c o n d ly , th e  Jap an ese  o c c u p a tio n  had c e r t a i n  l a s t ­
in g  econom ic e f f e c t s  w hich in f lu e n c e d  th e  p rob lem s o f  developm ent 
f a c in g  th e  f i r s t  governm ents o f  in d e p en d en t In d o n e s ia .  And, f i n a l l y ,  
th e  O ccupation  l e f t  a  p ro fo u n d  im p re ss io n  on th e  a t t i t u d e  o f  In d o n e s ia n s  
tow ards J a p a n , and  im p re s s io n  w hich was to  in f lu e n c e  su b se q u en t In d o n e s ia n  
r e a c t io n s  to  th e  p re se n c e  o f  Ja p an ese  com panies. I t  m ust be s a i d ,  
how ever, t h a t  a  d e t a i l e d  in v e s t i g a t io n  o f  th e  r o l e  o f Jap an ese  f i rm s  
d u r in g  th e  o c c u p a tio n  i s  ham pered by a  la c k  o f  docum entary e v id e n c e , 
much o f  w hich was d e s tro y e d  in  th e  c lo s in g  p h ases  o f  th e  W ar, and  by 
th e  n a t u r a l  r e t i c e n c e  o f  th o s e  in v o lv e d  a b o u t t h i s  s e n s i t i v e  p e r io d  
i n  J a p a n 's  h i s t o r y .
I n  o rd e r  to  u n d e rs ta n d  th e  econom ic p o l i c i e s  o f  Ja p an ese  m i l i t a r y  
a d m in is t r a t io n  in  th e  o ccu p ied  a r e a s ,  i t  i s  n e c e s s a ry  to  c o n s id e r  two
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com peting  p o l i t i c a l  te n d e n c ie s  w hich u n d e r la y  th e  r i s e  o f  Jap an ese  
m i l i t a r i s m  i n  th e  1 9 3 0 * s ^ ^ ^ \  The f i r s t  tendency  was t h a t  o f  r a d i c a l  
n a t io n a l i s m ,  a s  e x e m p lif ie d  by men l i k e  K ita  I k k i ,  Okawa Shumei e t c .
These men, whose v iew s l a r g e ly  r e p re s e n te d  th e  i n t e r e s t s  o f  th e  p e a s a n try  
from  w hich  much o f  th e  Ja p a n e se  army was r e c r u i t e d ,  com bined f e r v e n t  
n a t io n a l i s m  and  e x a l t a t i o n  o f  th e  im p e r ia l  system  w ith  a  r a d i c a l  c r i t i q u e  
o f  th e  e x i s t i n g  Ja p a n e se  econom ic s t r u c t u r e .  Above a l l ,  th e y  a t ta c k e d  
th e  dom inan t p o s i t i o n  o f th e  p r iv a te ly -o w n e d  z a ib a ts u  i n  th e  n a t io n a l  
econom y, and a rg u e d  f o r  a  g r e a t e r  d eg ree  o f  p u b lic  c o n t r o l  o v e r f in a n c e  
and in d u s t r y .  R a d ic a l m i l i t a r i s t s  were r e s p o n s ib le  f o r  i n c id e n t s  such  
a s  th e  a s s a s s i n a t i o n  o f  Baron Dan Takuma, p r in c ip a l  m anager o f  th e  
M its u i z a ib a t s u  and a l th o u g h  t h e i r  in f lu e n c e  weakened w ith  th e  d e f e a t  
o f th e  s o - c a l l e d  "26 F e b ru a ry  A f f a i r "  o f  1936, a s p e c ts  o f  t h e i r  id e o lo g y  
d id  f i l t e r  th ro u g h  in to  n a t io n a l  p o l ic y  a s  th e  m i l i t a r y  t ig h te n e d  t h e i r  
c o n t r o l  o v e r  governm ent i n  th e  l a t e  1 9 3 0 's ,  and e a r ly  1 9 4 0 's .  R a d ic a l 
n a t io n a l i s m  was e s s e n t i a l l y  a  movement o f  lo w e r-ra n k in g  o f f i c e r s  i n  th e  
Im p e r ia l  Army. The a t t i t u d e s  o f  th e  m i l i t a r y  e l i t e ,  on th e  o th e r  hand , 
w ere f a r  c lo s e r  to  th o se  o f  th e  a d m in is t r a t iv e  and b u s in e s s  e l i t e s :  
w h ile  a c c e p t in g  th e  n a t i o n a l i s t i c  e le m e n ts , th e y , f o r  th e  m ost p a r t ,  
r e j e c t e d  th e  c o n c e p ts  o f  r a d i c a l  s o c ia l  and  econom ic change and th e  
a t t a c k s  on p r iv a te  p ro p e r ty  w hich were c e n t r a l  to  th e  w r i t in g s  o f  men 
l i k e  K i ta .
The developm ent o f  m i l i t a r y  p o l i c i e s  r e f l e c t s  th e  d e s i r e  f o r  
co n sen su s  w hich  many com m entators re g a rd  a s  a c h a r a c t e r i s t i c  o f  th e  
J a p a n e se  p o l i t i c a l  sy stem . The p r in c ip a l  f o r c e s  o f  r a d i c a l  n a t io n a l i s m  
w ere d e f e a te d  i n  1936, b u t much o f  th e  r h e t o r i c ,  i f  n o t th e  s u b s ta n c e ,  
o f  t h e i r  id e o lo g y  was a b so rb e d  by th e  m i l i t a r y  e l i t e  and  u se d  i n  th e  
c r e a t io n  o f  econom ic p o l ic y  d u r in g  th e  war y e a r s .  T h is  i s  i l l u s t r a t e d  
by m easu res  su c h  a s  th e  c r e a t io n  o f  I n d u s t r i a l  C o n tro l A s s o c ia t io n s ,
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whose a p p a re n t  aim was to  s t r e n g th e n  th e  c o n tro l  o f  governm ent and 
m i l i t a r y  o v e r th e  a c t i v i t i e s  o f  th e  z a ib a t s u , b u t whose p r a c t i c a l  e f f e c t  
was ( a s  B isso n  and  o th e rs  have a r g u e d ) t o  r e in f o r c e  th e  predom inance 
o f  th e  z a ib a t s u  i n  th e  Ja p a n e se  economy. T his a m b iv ila n c e  betw een 
a n t i - b u s in e s s  s e n tim e n ts  and  th e  c o n tin u e d  power o f  p r iv a t e  e n t e r p r i s e  
i n  th e  economy was e v id e n t  a l s o  i n  th e  developm ent o f  J a p a n 's  econom ic 
p o l i c i e s  f o r  th e  o ccu p ied  t e r r i t o r i e s  o f  S o u th e a s t A s ia .
One o f  th e  f i r s t  a c t s  o f  th e  o c c u p a tio n  fo r c e s  i n  S o u th e a s t  
A sia  was to  d iv id e  c o n t r o l  o f  p la n ta t i o n  a g r i c u l t u r e ,  m in ing  and 
m a n u fa c tu r in g  betw een Ja p a n e se  com panies. Only th e  m ost im p o r ta n t 
s t r a t e g i c  raw  m a te r i a l s ,  su ch  a s  o i l ,  were p la c e d  d i r e c t l y  u n d e r th e  
command o f  th e  arm y. The a l l o c a t io n  o f i n d u s t r i e s  was expanded and 
a l t e r e d  th ro u g h o u t th e  c o u rse  o f  th e  w ar, b u t sam ple l i s t s  o f  com panies 
in v o lv e d  ( s e e  T a b le s  1 ,4  -  1 .7 )  su g g e s t a  f a i r l y  even d i v i s i o n  o f  
s p o i l s  am ongst th e  m ajor z a i b a t s u . E x p erien ce  was c l e a r l y  a  m a jo r 
c o n s id e r a t io n ;  th u s  Furukawa who had lo n g -s ta n d in g  i n t e r e s t s  i n  th e  
e x p o r t o f  I n d ie s  b a u x i te ,  was p la ced  in  ch arg e  o f  Sum atran b a u x ite  
r e s o u r c e s ,  and  th e  Nomura E a s t  In d ie s  Developm ent C o ., w ith  i t s  lo n g  
e x p e r ie n c e  o f  in v e s tm e n t i n  th e  a r c h ip e la g o ,  r e c e iv e d  g r e a t l y  expanded 
p la n t a t i o n  and  m in ing  r i g h t s .  F o r s im i la r  r e a s o n s ,  a number o f  sm a ll 
com panies e s t a b l i s h e d  by Ja p a n e se  s e t t l e r s  -  f o r  exam ple Ariuma Yoko 
and T ak e k o sh i S hokai -  w ere e n t ru s te d  w ith  im p o r ta n t p o s i t i o n s  in  th e  
c o n t r o l  o f  i n t e r n a l  and e x t e r n a l  t r a d e .  In  a l l  i t  i s  e s t im a te d  t h a t  
a b o u t 180 Ja p a n e se  com panies and some 8 ,0 0 0  Jap an ese  c i v i l i a n  em ployees 
were in v o lv e d  in  th e  ta s k  o f  ru n n in g  th e  w ar-tim e  In d o n e s ia n  economy.
I n  th e  w ords o f  one Ja p a n e se  a c c o u n t: -
"O f a l l  th e  c o u n t r i e s  i n  th e  G re a te r  E a s t  A sia  C o -P ro s p e r i ty  
S p h e re , In d o n e s ia  was th e  a re a  w here .every company m ost 
w anted  to  expand i t s  i n t e r e s t s ,  and  prom inen t company f ig u r e s  
w ere s e n t  a s  r e p r e s e n t a t i v e s  to  Java i n  p a r t i c u l a r " ( ° 4 ) ,
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A t th e  same tim e , m i l i t a r y  m is t r u s t  o f  th e  p r o f i t  m o tiv e , to g e th e r  
w ith  th e  e x ig e n c ie s  o f  th e  w ar s i t u a t i o n ,  le d  to  th e  c r e a t io n  o f a 
number o f  g u i ld s  and c o n t r o l  a s s o c ia t io n s  in  v a r io u s  s e c to r s  o f  th e  
economy to  m in im ise  c o m p e ti t i to n  betw een th e  com panies in v o lv e d  and 
e n su re  t h a t  t h e i r  a c t i v i t i e s  were c o -o rd in a te d  w ith  th e  n a t io n a l  
i n t e r e s t .  The f r e q u e n t  c r e a t io n ,  r e o r g a n is a t io n  and a b o l i t i o n  o f  th e se  
c o n t ro l  b o d ie s  d u r in g  th e  th r e e - a n d - a - h a l f  y e a r s  o f  th e  J a p a n e se  occupa­
t io n  i n d i c a t e s  th e  e x p e r im e n ta l and ad  hoc n a tu re  o f much o f  J a p a n ’ s 
econom ic p o l ic y  in  th e  o ccu p ied  t e r r i t o r i e s .  In  th e  ca se  o f  su g a r  
p ro d u c tio n , f o r  exam ple, a S u g ar S a le s  C o -o p e ra tiv e  was c r e a te d  i n  
March 1542, a S ugar C o rp o ra tio n  to  c o n t ro l  p ro d u c tio n  and r e f i n i n g  in  
June 1945 , and  i n  May 1944, th e  in d u s t r y  was r e o rg a n is e d  and th e  s ix  
com panies in v o lv e d  in  Jav a  su g a r  p ro d u c tio n  w ere grouped  in to  a  S ugar 
M a n u fac tu re rs  F e d e ra t io n .  S im i la r ly  Sum atran ru b b e r  p ro d u c t io n ,  w hich 
was i n i t i a l l y  c o n t r o l l e d  from S in g a p o re , was su b se q u e n tly  e n t r u s t e d  to  
a  Sum atra P la n t a t i o n  A s s o c ia t io n  r e p r e s e n t in g  th e  m ajor J a p a n e se  
p r iv a te  i n t e r e s t s  c o n c e r n e d ^ O v e r a l l  c o n t r o l  o f p r i c e s ,  p ro d u c tio n  
t a r g e t s  e t c . , came from  r e le v a n t  s e c t io n s  o f  th e  m i l i t a r y  a d m in is tr a ­
t i o n  in  each  a r e a  -  i t  s h o u ld  be n o te d  th a t  In d o n e s ia  was d iv id e d  in to  
th r e e  a r e a s  f o r  a d m in is t r a t iv e  p u rp o se s : Jav a  and Sum atra h av in g  
s e p a r a te  A rm y -c o n tro lle d  a d m in is t r a t io n s  and th e  rem a in in g  i s l a n d s  
coming u n d e r th e  Ja p a n e se  navy .
As th e  w ar s i t u a t i o n  w orsened , th e  m i l i t a r y  a d m in is t r a t io n  
i n t e n s i f i e d  i t s  e f f o r t s  to  g u id e  and s t im u la te  p ro d u c tio n .  A t f i r s t  
l i t t l e  em phasis had been  p la c e d  on i n d u s t r i a l  p ro d u c tio n ,  b u t in  1945 
th e  d e t e r i o r a t i n g  su p p ly  s i t u a t i o n  in  Jav a  le d  to  th e  c r e a t io n  o f 
a C o u n c il f o r  th e  D is p o s i t io n  o f Jav an ese  In d u s tr y  (jaw a Sangyo H a ic h i 
l i n k a i ) , w hich en co u rag ed  fo rm er Jap an ese  r e s id e n t s  o f  th e  D utch E a s t  
I n d ie s  to  r e tu r n  and  a s s i s t  in  th e  developm ent o f  p ro d u c tio n  to  m eet
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l o c a l  m i l i t a r y  and  c i v i l i a n  n e e d s ^ ^ ^ \  Then i n  A p r i l  1944 a  "New
Economic System " was in t ro d u c e d  i n  J a v a , i n  an  e f f o r t  to  c o u n te r a c t
th e  p ro b lem s c r e a te d  by i n f l a t i o n  and f a l l i n g  l i v i n g  s ta n d a r d s .  F o r
th e  f i r s t  t im e , t h i s  p ro p o sed  m easures to  t r a n s f e r  some econom ic power
to  In d o n e s ia n s ,  b u t a t  th e  same tim e i t  em phasised  th e  need  f o r  m i l i t a r y
c o n t r o l  o f  th e  economy and ad v o c a te d  th e  e r a d ic a t io n  o f  " th e  i n d i v i d u a l i s t i c
and l i b e r a l i s t i c  econom ic o rd e r  based  on p r o f i t - s e e k in g "  and o f " th e
( 67 )s e l f - i n d u l g e n t  and h e d o n i s t i c  ’Jew ish* econom ic l i f e " '  , By t h i s  t im e , 
how ever, th e  a d m in i s t r a t io n ’ s  energ y  was in c r e a s in g ly  ab so rb ed  by th e  
mere m echan ics o f  a v o id in g  t o t a l  econom ic an d  m i l i t a r y  c o l la p s e ,  and  
th e r e  i s  l i t t l e  e v id e n c e  t h a t  th e  "New Economic System " p roduced  any  
fu n d am en ta l p r a c t i c a l  a l t e r a t i o n s  in  th e  Jav an ese  economy.
An i n t r i g u i n g  q u e s t io n  w hich rem ains to  be answ ered  i s  w h e th er 
Ja p a n e se  com panies i n  th e  I n d ie s  were m erely  th e  p a s s iv e  in s tru m e n ts  o f  
th e  m i l i t a r y  a d m in i s t r a t i o n ’s  p o l i c i e s ,  o r w h e th e r th e y  th em se lv es  
p la y e d  any  p a r t  in  sh ap in g  th e  fo rm u la tio n  and e x e c u tio n  o f  th o se  
p o l i c i e s .  Some a c c o u n ts  by th o s e  in v o lv e d  em phasise  th e  p o w e rle s sn e s s  
o f  J a p a n e se  com panies in  th e  o ccu p ied  t e r r i t o r i e s .  F o r  exam ple,
N i iz e k i  Y a s u ta ro , who was c h ie f  r e p r e s e n ta t iv e  o f  M its u i  B ussan in  
J a k a r t a  f o r  p a r t  o f  th e  war p e r io d ,  r e c a l l s  th e  t o t a l  s u b o rd in a t io n  
o f  th e  Ja v a n e se  economy to  th e  m i l i t a r y  a d m in i s t r a t io n ’s  S t r a t e g i c  
Com m odities B o ard . A cco rd ing  to  N i iz e k i ,  th e  in dependence  o f  p r iv a t e  
com panies was so s e v e r e ly  c irc u m sc r ib e d  th a t  h e ,  a s  c h i e f  r e p r e s e n ta t iv e  
o f  one o f  th e  m ost im p o r ta n t com panies i n  th e  I n d ie s ,  had  v i r t u a l l y  
n o th in g  to  do d u r in g  h i s  s t a y  in  J a k a r ta  b u t d r in k  th e  h ig h - q u a l i t y  
a lc o h o l  l e f t  b e h in d  by th e  D utch^^^^.
O th e r  a c c o u n ts ,  how ever, c au se  one to  q u e s t io n  w h e th e r th e  
in f lu e n c e  o f  Jap an ese  b u s in e s s  on th e  a d m in is t r a t io n  o f  th e  I n d ie s  was 
a s  n e g l ig ib l e  a s  N i iz e k i  im p l ie s .  C le a r ly ,  m a jo r econom ic d e c i s io n s .
57
b e in g  so  c l o s e l y  bound up w ith  th e  conduct o f  th e  w ar, rem ained  f i rm ly  
in  th e  h an d s  o f  th e  m i l i t a r y .  C le a r ly ,  to o ,  Jap an ese  b u sin essm en  in  
th e  o ccu p ied  t e r r i t o r i e s  found  t h e i r  a c t i v i t i e s  ham pered by w hat th e y  
saw a s  i n e f f i c i e n t  and i r r a t i o n a l  m i l i t a r y  b u re a u c ra c y . In  th e  I n d ie s  
th e y  were p a r t i c u l a r l y  p la g u ed  by th e  d iv i s io n  o f  r e s p o n s i b i l i t i e s  
betw een Army and Navy, and  th e  co n seq u en t w ran g lin g  o v e r  th e  u se  o f  
s c a rc e  r e s o u r c e s .  N i iz e k i  r e c a l l s  a  p ro m in en t J a p a n e se  army f ig u r e  
rem a rk in g : "T h is  i s  n o t  a  war a g a in s t  th e  U n ite d  S t a t e s .  I t ' s  a  war 
a g a in s t  th e  N a v y " ^ ^ ^ \ B ut in  th e  fo rm u la tio n  o f  lo c a l  d e t a i l s  o f  
p o l ic y  th e r e  was scope f o r  b u s in e s s  i n t e r e s t s  to  e x e r t  a  c e r t a i n  
amount o f  d a y - to -d a y  in f lu e n c e .  I n  th e  f i r s t  p la c e ,  a  number o f 
o f f i c i a l s  i n  th e  m i l i t a r y  a d m in is t r a t io n  w ere r e c r u i t e d  from  th e  
ran k s  o f businessm en  who had  p re v io u s  c o n n e c tio n s  w ith  th e  D utch  E a s t  
I n d ie s .  F o r  exam ple, th e  head  o f  th e  a d m in i s t r a t io n 's  E d u c a tio n  S e c t io n  
was a  fo rm e r I n d i e s '  r e p r e s e n t a t iv e  o f th e  Bank o f  T aiw an, w h ile  a  
r e p r e s e n t a t i v e  from  th e  Nomura E a s t  In d ie s  D evelopm ent Co. became 
G overnor o f  J o g y a k a r ta ^ ^ ^ ^ . The d e s p e ra te  s h o r ta g e  o f l o c a l  e x p e r t i s e ,  
w hich was a  m a jo r problem  f o r  th e  Ja p an ese  m i l i t a r y  i n  many o f  th e  
o ccu p ied  t e r r i t o r i e s ,  must i n  i t s e l f  have p la c e d  a  d eg ree  o f  le v e ra g e  
i n  th e  h an d s o f  th e  more e x p e r ie n c e d  b u s in e s s  r e p r e s e n t a t i v e s ,  and  i t  
i s  h a rd  to  b e l ie v e  t h a t  th e y  f a i l e d  to  u se  t h i s  where n e c e s s a ry .
A gain , a l th o u g h  th e  fo rm a l power o f  o rg a n is a t io n s  l i k e  th e  S t r a t e g i c  
Com m odities B oard was overw helm ing, Ja p an ese  businessm en  who were 
b ro u g h t back  to  th e  I n d ie s  d u r in g  th e  O ccupation  found t h a t  i n  p r a c t i c e ,  
by r e c r u i t i n g  th e  su p p o r t o f  c e r t a in  sy m p a th e tic  f i g u r e s  in  th e  a d m in is ­
t r a t i o n ,  th e y  c o u ld  do much to  c u t th ro u g h  th e  r e d  ta p e  o f  th e  m i l i t a r y  
(71 )b u re a u c ra c y  . The power o f  p r iv a t e  e n tre p re n e u r s  in  re m o te r  a re a s  
o f  th e  a r c h ip e la g o  was c e r t a i n l y  c o n s id e ra b le ,  in d e e d ,  i n  some c a s e s  a 
deg ree  o f  s o c i a l  te n s io n  was caused  w here Ja p a n e se  businessm en  and t h e i r
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In d o n e s ia n  em ployees a t te m p te d  to  u t i l i s e  th e  "pow ers and r i g h t s  o f
C 72 )Jap an  a s  o c c u p ie r"  , The d e g re e  to  w hich  p r iv a te  i n t e r e s t s  were 
s u c c e s s f u l  in  in f lu e n c in g  th e  econom ic p o l i c i e s  o f  th e  c e n t r a l  m i l i t a r y  
a d m in is t r a t io n  rem a in s  u n c e r t a in .  What i s  c l e a r  i s  t h a t  th e y  t r i e d  
to  in f lu e n c e  i t .  In  m id-1942 , f o r  exam ple , a  p ro lo n g ed  s t r u g g le  took  
p la c e  betw een  th e  m i l i t a r y  a u t h o r i t i e s ,  who p roposed  th e  t o t a l  l i q u id a ­
t i o n  o f  w e s te rn  banks i n  J a v a ,  and  Ja p a n e se  b ank ing  i n t e r e s t s ,  who 
w ished  to  see  th e  banks t r a n s f e r r e d  i n t a c t  to  J a p a n e se  managem ent. I n
(73)th e  end th e  A rm y's p o l ic y  p r e v a i le d  , The in c id e n t ,  how ever, 
s u g g e s ts  t h a t  J a p a n e se  p r iv a t e  b u s in e s s e s  u n d er th e  o c c u p a tio n  were 
more th a n  mere p u p p e ts  in  th e  hands o f  an  a l l - p o w e r f u l  m i l i t a r y  reg im e .
The a c t i v i t i e s  o f  J a p a n e se  com panies in  many a re a s  o f In d o n e s ia  
had a  g r e a t  and  im m ediate  e f f e c t  on th e  l i v e s  o f  th e  In d o n e s ia n  p o p u la ­
t i o n .  The Okuma M em orial I n s t i t u t e ' s  su rv ey  o f  th e  Ja p a n e se  m i l i t a r y  
a d m in is t r a t io n  c o n c lu d e s  t h a t  " i f  we rev iew  th e  im pact o f  th e  Ja p an ese  
f irm s  t h a t  w ere o rd e re d  to  d e v e lo p  . . . m in e ra l r e s o u r c e s ,  i n  econom ic 
and s o c i a l  te rm s  th e  e f f e c t s  w ere more th a n  th o se  coming from  th e  
m i l i t a r y  a d m in is t r a t io n  i t s e l f " ( ^ ^ ^ .  B ut th e  l a r g e ly  n e g a t iv e  e f f e c t s  
o f th e  J a p a n e se  o c c u p a tio n  on th e  In d o n e s ia n  economy can n o t be w h o lly , 
o r  even  p r i n c i p a l l y ,  blam ed on th e  p r iv a t e  com panies which w ere e n t r u s t e d  
w ith  th e  ru n n in g  o f  t h a t  economy. The lo n g  te rm  econom ic aim o f  th e  
Ja p a n e se  in  S o u th e a s t  A s ia  was to  re sh a p e  th e  r e g i o n 's  economy to  s u i t  
th e  n eed s  o f  th e  G re a te r  E a s t  A s ia  C o -P ro s p e r i ty  S p h e re . T h is  w as, i n  
i t s e l f ,  no more r e p r e h e n s ib le  th a n  th e  a c t i v i t i e s  o f  th e  w e s te rn  
c o lo n ia l  p ow ers, w hich had  d ev e lo p ed  th e  re g io n  to  m eet th e  n eed s o f  
E urope and A m erica . However, i t  was a  ta s k  w hich , in  th e  b e s t  o f  
c irc u m s ta n c e s  w ould  have been  lo n g  and  h a rd  to  c o m p le te . In  th e  c ircum ­
s ta n c e s  o f  th e  Second W orld War i t  was t o t a l l y  im p o s s ib le .
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T hus, In d o n e s ia ,  whose f o r e ig n  t r a d e  had  b een  dom inated  by th e  
e x p o r t  o f  raw m a te r i a l s  to  th e  W est, found  i t s e l f  c u t  o f f  from i t s  
t r a d i t i o n a l  m a rk e ts .  P la n t a t i o n  a g r i c u l t u r e  was p a r t i c u l a r l y  s e v e re ly  
a f f e c t e d .  Demand w ith in  th e  C o -P ro s p e r i ty  S phere  f o r  t r o p i c a l  p roduce 
su c h  a s  s u g a r ,  t e a  and c o f fe e  was n o t s u f f i c i e n t  to  w a rra n t th e  m ain­
te n a n c e  o f  th e  l a r g e  In d o n e s ia n  p la n t a t i o n  s e c t o r ,  and  p ro d u c tio n  o f
( 7 5 )
th e s e  com m odities was d e l i b e r a t e l y  ru n  down . S ugar o u tp u t f e l l  to  
l e s s  th a n  h a l f  th e  p re -w ar l e v e l  by 1944, and  on J a v a ,  th e  a re a  o f  te a  
and c o f f e e  p l a n t a t i o n s  f e l l  by o v e r 22^. Sum atran ru b b e r  p ro d u c tio n  
was a l s o  s e v e r e ly  a f f e c t e d  by th e  O ccu p a tio n  -  n o t  o n ly  d id  o u tp u t 
f a l l  d r a s t i c a l l y ,  b u t th e  f a i l u r e  to  p la n t  new ru b b e r  t r e e s  d u r in g  
t h i s  p e r io d  was to  be a  so u rce  o f  p rob lem s f o r  f u tu r e  In d o n e s ia n  
ru b b e r  p ro d u c t io n .  P la n ta t io n  a g r i c u l t u r e ,  p a r t i c u l a r l y  Jav an ese  
su g a r  p ro d u c t io n ,  was v e ry  c lo s e ly  in t e g r a te d  i n t o  th e  v i l l a g e  economy, 
and  a l th o u g h  some a t te m p t was made to  tu r n  fo rm er e s t a t e  la n d  o v er to  
fo o d  p ro d u c tio n  o r  to  new c ro p s  such  a s  ra m i, c in c h o n a  and p y re th ru m , 
th e  w artim e d e c l in e  o f  p l a n ta t i o n  a g r i c u l tu r e  had s e v e re  s o c ia l  
r e p e r c u s s io n s  th ro u g h o u t In d o n e s ia .
In  th e  m in ing  s e c to r ,  u n lik e  p l a n t a t i o n  a g r i c u l t u r e ,  th e  J a p a n e se  
had a m b it io u s  p la n s  f o r  th e  developm ent and  ex p an sio n  o f  p ro d u c tio n .
The m in e ra l  w e a lth  o f  In d o n e s ia  had , a f t e r  a l l ,  been  an  im p o rta n t 
f a c t o r  i n  th e  d e c is io n  to  in v ad e  S o u th e a s t A s ia .  T a rg e ts  in c lu d e d  a  
tw o - fo ld  in c r e a s e  i n  th e  e x p o r t o f  b a u x i te  and an  a lm o s t th r e e - f o ld
/  r j r  \
in c r e a s e  i n  n ic k e l  o re  e x p o r ts  ' .  M in e ra l su rv e y s  w ere u n d e rta k en  
in  many a r e a s ,  and p ro d u c tio n  o f  some v i t a l  raw  m a t e r i a l s ,  n o ta b ly  
m anganese, does a p p e a r  to  have in c re a s e d  in  th e  e a r ly  y e a rs  o f  th e  
O ccu p a tio n . But th e  Ja p a n e se  soon found  th e m se lv es  ham pered by an  
a c u te  s h o r ta g e  o f  te c h n ic a l  e x p e r t i s e ,  and by th e  A l l i e d  b lo c k a d e , 
w hich r e s t r i c t e d  th e  movement o f  s h ip p in g  betw een Jap an  and th e
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O ccupied t e r r i t o r i e s  o f  S o u th e a s t  A s ia . The s i t u a t i o n  was f u r t h e r  
a g g ra v a te d  by th e  D utch sc o rc h e d  e a r t h  p o l i c y ,  w hich had d e s tro y e d  
c o a l  m ines i n  J a v a  and o i l  i n s t a l l a t i o n s  i n  B orneo . A lthough  o i l  was 
a  m a jo r p r i o r i t y  f o r  th e  Ja p a n e se  m i l i t a r y  a d m in is t r a t io n ,  p ro d u c tio n  
was n o t  r e s to r e d  to  p re -w ar l e v e l s  ( s e e  T ab le  1 .8 ) .
The o n ly  s e c t o r  o f  th e  In d o n e s ia n  economy in  w hich one can d i s c e r n  
any p o s i t i v e  t r e n d s  d u r in g  th e  o c c u p a tio n  p e r io d  was m a n u fa c tu r in g  
in d u s t r y .  T h is  i s  somewhat i r o n i c a l ,  s in c e  Jap an ese  p la n s  f o r  S ou th ­
e a s t  A s ia  s p e c i f i c a l l y  s t a t e d  t h a t :
."In k e e p in g  w ith  th e  p o l ic y  o f  u t i l i s i n g  th e  S o u th e rn  a r e a s  
a s  a  s u p p l i e r  o f raw m a te r ia l s  f o r  ou r c o u n try  and  a s  a  
m arke t f o r  o u r  p ro d u c ts ,  th e  f o s te r in g  o f  m a n u fa c tu r in g  
i n d u s t r i e s  in  th e  o ccu p ied  a r e a s  s h a l l  be d i s c o u r a g e d " W 7 ) ,
In  p r a c t i c e ,  how ever, th e  d e t e r io r a t i n g  t r a n s p o r t  s i t u a t i o n ,  which
e v e n tu a l ly  d i s r u p te d  even i n t e r - i s l a n d  com m unica tions, fo rc e d  th e
o c c u p a tio n  a u t h o r i t i e s  to  encourage an  in c r e a s in g  d eg ree  o f  i n d u s t r i a l
s e l f - s u f f i c i e n c y .  The m easures ta k e n  in  1943 to  prom ote th e  r e t u r n  o f
Jap an ese  b u s in essm en  w ith  p re v io u s  c o n n e c tio n s  w ith  In d o n e s ia  was p a r t
o f t h i s  p o l i c y .  I t  i s  e s t im a te d  th a t  w hereas a t  th e  o u tb re a k  o f  th e
war th e re  had  been  319 fo re ig n -o w n ed  m a n u fa c tu rin g  e n t e r p r i s e s  in
In d o n e s ia ,  by 1945 th e  Jap an ese  m i l i t a r y  and p r iv a te  com panies co n -
( 78)t r o l l e d  503 su ch  e n t e r p r i s e s  . The in c r e a s e  in  term s o f  p ro d u c tio n  
may have been  l e s s  im p re s s iv e , s in c e  in  many c a s e s  m ach inery  was 
a llow ed  to  d e t e r i o r a t e  f o r  la c k  o f  m a in ten an ce  and te c h n ic a l  p e rs o n n e l ,  
b u t th e  p o l ic y  o f r e g io n a l  a u ta rc h y  em ployed by th e  Ja p a n e se  in  th e  
c lo s in g  s ta g e s  o f  th e  War c e r t a i n l y  le d  to  in c re a s e d  m a n u fa c tu r in g  
a c t i v i t y  in  some o f  th e  re m o te r  a r e a s  o f  th e  a r c h ip e la g o .  In  many 
c a se s  i n d u s t r i a l  p l a n t  was p h y s ic a l ly  removed from  Jav a  to  o th e r  
i s l a n d s ,  and in  P o n tia n a k , f o r  exam ple, th e  number o f  m a n u fa c tu r in g  
e n t e r p r i s e s  in c r e a s e d  from  fo u r  to  e ig h te e n  in  th e  c o u rse  o f  th e
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(79)O c c u p a tio n ' , An in c r e a s e  in  m a n u fa c tu rin g  a c t i v i t y  by In d o n e s ia n s
a l s o  a p p e a rs  to  have ta k e n  p la c e  in  th e  l a s t  p h a se s  o f  th e  War. T h is
a g a in  was p ro b a b ly  l e s s  th e  r e s u l t  o f  any  "New Economic P o lic y "  on th e
p a r t  o f  th e  m i l i t a r y  a u t h o r i t i e s ,  th a n  a  re sp o n se  to  th e  econom ic
p re s s u r e s  o f th e  p e r io d .  I t  i s  one o f  th e  p a rad o x es  o f  In d o n e s ia n
econom ic h i s to r y  t h a t  such  sp o n tan eo u s  in c r e a s e s  i n  s m a l l - s c a le
i n d u s t r i a l  e n t e r p r i s e s  have o c c u rre d  m ost m arked ly  in  p e r io d s  o f  s e v e re
econom ic d is ru p t io n ^ ^ ^ ^ .
The grow th o f m a n u fa c tu r in g  a c t i v i t y ,  how ever, r e f l e c t e d  n o t  an
im provem ent b u t a  d e t e r i o r a t i o n  in  th e  s ta n d a rd  o f  l i v i n g  o f  o rd in a ry
In d o n e s ia n s . The in c r e a s e  i n  l o c a l  p ro d u c tio n  was by no means s u f f i c i e n t
to  make up f o r  th e  d e c l in e  o f in t e r n a l  and  e x te r n a l  t r a d e ,  and many
a re a s  e x p e rie n c e d  s e v e re  s h o r ta g e s  o f  b a s ic  consum er goods such  a s
t e x t i l e s  and m a tch es . Even more s e r io u s ly ,  from 1943 onwards fo o d
(81 )s h o r ta g e s  began to  o c c u r th ro u g h o u t th e  a r c h ip e la g o  . T hese were 
p a r t l y  a consequence o f  d ro u g h t and poor h a r v e s ts  in  1 943 -44 , and 
p a r t l y  th e  r e s u l t  o f th e  d i s a s t r o u s  system  o f  fo rc e d  r i c e  d e l i v e r i e s  
in tro d u c e d  by th e  m i l i t a r y  a d m in is t r a t io n .  The system  was in te n d e d  to  
c o n t ro l  i n f l a t i o n  and e n su re  t h a t  ev e ry  a r e a  o f  In d o n e s ia  was s e l f -  
s u f f i c i e n t  in  r i c e .  In  p r a c t i c e  i t  a c te d  a s  a  d i s in c e n t i v e  to  p roduc­
t i o n ,  encouraged  in e f f i c i e n c y  and c o r r u p t io n ,  a ro u se d  s u s p ic io n  and  
h o s t i l i t y  am ongst th e  r u r a l  p o p u la tio n , and  sh arp en ed  d iv i s io n s  and  
te n s io n s  in  In d o n e s ia n  s o c i e t y .  G rea t b i t t e r n e s s  was f e l t  tow ards
th o se  who, because  o f  t h e i r  p r iv i le g e d  p o s i t i o n  u n d er th e  Ja p a n e se
( 82 )a d m in is t r a t io n ,  w ere a b le  to  o b ta in  b e t t e r  r a t i o n s  th a n  o t h e r s '
Jap an ese  com panies o ccu p ied  an in v id io u s  p o s i t io n  in  t h i s  system  s in c e  
th e y  were a p p o in te d  to  s u p e rv is e  r i c e  c o l l e c t i o n  i n  v a r io u s  a r e a s .
A nother m u c h -c r i t i c is e d  a s p e c t  o f  Jap an ese  m i l i t a r y  r u l e  i n  w hich 
p r iv a te  e n t e r p r i s e  was in v o lv e d  was th e  u se  o f fo rc e d  la b o u r^ ^ ^ ^ .
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The Romusha ( la b o u r  s e rv ic e  r e c r u i t s )  were in  th e o ry  v o lu n te e r s  who 
were supposed  to  r e c e iv e  s p e c i a l  p r iv i l e g e s  i n  r e tu r n  f o r  t h e i r  la b o u r  
on v i t a l  p r o j e c t s  such  a s  d e fe n c e  p r o j e c t s ,  m in es , ro ad s  and r a i lw a y s .
In  p r a c t i c e ,  how ever, th e  s h o r ta g e  o f  gen u in e  v o lu n te e r s  tu rn e d  th e  
system  in t o  one o f  fo rc e d  la b o u r  w hich cau sed  enormous h a rd s h ip  to  
th o se  in v o lv e d .  I t  i s  e s t im a te d  th a t  ab o u t 500 ,000  romusha w ere 
r e c r u i t e d  f o r  work o u ts id e  t h e i r  home a r e a s , p e rh ap s  200,000 o f  them 
o v e rs e a s .  Of th o s e  s e n t  a b ro a d , o n ly  70 ,000  a r e  th o u g h t to  have 
r e tu rn e d .  S u k arn o , who v i s i t e d  th e  c o a l  and g o ld  m ines in  B a n te n , d es­
c r ib e d  th e  la b o u r e r s  em ployed th e r e  a s  " p i t i a b l e  s k e le to n s "  and
a r e p o r t  by In d o n e s ia n  a d v is o r s  to  th e  m i l i t a r y  a d m in is t r a t io n  s u g g e s ts  
t h a t  h e a l th  c o n d i t io n s  in  some r u r a l  a r e a s  had  been  a g g ra v a te d  by 
r e tu r n in g  rom usha who b ro u g h t w ith  them m a la r ia ,  T .B . and  s k in  d is e a s e s .  
The memory o f  th e  O ccupation  a s  a  p e r io d  when o rd in a ry  In d o n e s ia n s  "had 
to  endure  i n d i g n i t i e s  w orse th a n  any th e y  had  known b e f o r e " ' * was to  
in f lu e n c e  th e  a t t i t u d e  o f  In d o n e s ia n s  tow ards Ja p a n  -  and hence tow ards 
Jap an ese  in v e s tm e n t -  in  th e  p o s t-w a r  p e r io d .
At th e  same t im e , how ever, m emories o f  th e  O c c u p a tio n , p a r t i c u l a r l y  
f o r  th e  p o l i t i c a l  e l i t e ,  w ere f a r  from  b e in g  e n t i r e l y  n e g a t iv e .  A 
d e t a i l e d  a n a ly s i s  o f  th e  im pact o f  J a p a n e se  r u le  on In d o n e s ia n  p o l i t i c a l  
h i s t o r y  i s  beyond th e  scope o f  t h i s  t h e s i s  b u t ,  a s  s e v e r a l  s tu d ie s  o f  
th e  p e r io d  have shown, th e  e v e n ts  o f 1942-45 had a  d e c i s iv e  e f f e c t  in  
sp e e d in g  th e  a r r i v a l  o f  In d o n e s ia n  independence  and i n  p re p a r in g  f u tu r e  
p o l i t i c a l  le a d e r s  -  n o ta b ly  Sukarno and Mohammed H a tta  -  f o r  t h e i r  
p o s i t i o n s  in  an  in d e p e n d e n t n a t io n ^ ^ ^ ^ . I t  does n o t  a p p e a r  to  have 
been th e  o r ig i n a l  i n t e n t i o n  o f  th e  J a p a n e se  le a d e r s h ip  to  c r e a te  
g e n u in e ly  s o v e re ig n  s t a t e s  in  S o u th e a s t A s ia .  B ut a s  th e  m i l i t a r y  
s i t u a t i o n  d e t e r i o r a t e d  th e y  were in c r e a s in g ly  o b lig e d  to  win p u b lic  
su p p o r t f o r  th e  w ar e f f o r t  by r e c r u i t i n g  In d o n e s ia n s  in to  th e  a d m in is ­
t r a t i v e  m ach in ery  and  by p ro m isin g  u l t im a te  in d e p en d en ce . C e r ta in
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s e c t io n s  o f  Jap an ese  m i l i t a r y  -  n o ta b ly  th e  group co n n ec ted  w ith  R ear
A dm iral Maeda, th e  N aval A tta c h e  in  S urabaya -  w ere p a r t i c u l a r l y
sy m p a th e tic  tow ards th e  cau se  o f  In d o n e s ia n  n a t io n a l i s m ,  and su p p o rte d
th e  n a t i o n a l i s t  le a d e r s h ip  d u r in g  th e  c r u c i a l  c lo s in g  p h ases  o f  th e
War, The Jap an ese  a l s o  e s ta b l i s h e d  an  In d o n e s ia n  d e fen c e  fo rc e  -  th e
PETA -  w hich was a  t r a i n i n g  ground f o r  many f u tu r e  In d o n e s ia n  p o l i t i c a l
and m i l i t a r y  l e a d e r s ,  am ongst them S u h a r to ,  Kemal I d r i s  and Z u l k i f l i  
/ 87)
L u b is  . These p o l i t i c a l  developm ents n o t  o n ly  d id  much to  c o u n te r ­
a c t  th e  a n t i - J a p a n e s e  s e n tim e n ts  caused  by w artim e econom ic h a rd s h ip s ,  
b u t a l s o  c r e a te d  p e rs o n a l t i e s  betw een Ja p a n e se  m i l i t a r y  and  ad m in is­
t r a t i v e  le a d e r s  and p ro m in en t In d o n e s ia n  n a t i o n a l i s t s ,  w h ich , a s  we 
s h a l l  s e e ,  w ere to  be im p o r ta n t i n  th e  r e - c r e a t i o n  o f  econom ic r e l a ­
t io n s  i n  th e  p o s t-w a r  p e r io d .
TABLE 1.1
TRADE BETlfEEN JAPAN AND THE DUTCH EAST INDIES
1912-1924
( P I .  1000)
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YEAR EXPORTS TO THE INDIES
IMPORTS FROM 
THE INDIES TOTAL
1912 4,901 21,467 2 6 ,3 6 8
1913 6 ,7 6 9 35,812 42,581
I 914 6,591 19,175 25,770
1915 12,810 15,623 28 ,433
1916 2 7 ,2 3 8 18,107 45 ,345
1917 54 .8 7 9 31,357 8 6 ,2 3 6
1918 114,580 77,812 192,392
1919 7 7 ,075 180,875 257 ,950
1920 134,137 140,014 274,151
1921 8 6 ,0 9 5 109,088 195,183
1922 5 7 ,494 115,429 172,923
1923 49 ,6 9 3 109,573 159,266
1924 67 ,0 6 2 111,353 178,415
S o u rce : M its u i  Bunko, M itsu i B ussan A rc h iv e s  No 390
TABLE 1.2




1920 1921 1922 1923 1924
C o tto n
T e x t i l e s 66,046 32,096 23,305 2 0 ,9 7 9 33 ,629
Cement 5 ,042 4 ,9 2 6 712 161 638
M atches 5 ,033 2 ,615 4 ,6 2 0 2 ,452 1 ,448
C oal and. Coke 3 ,680 4 ,4 3 0 1,504 1,604 270
S te e l  e t c . 3 ,155 924 701 907 1,214
G arm ents 2 ,844 3 ,584 1,846 2 ,0 2 8 2 ,348
F e r t i l i s e r 9 ,2 6 7 656 1,158 115 5
P o t te r y 3 ,585 4 ,2 0 4 3 ,75 0 3 ,3 9 7 4 ,034
Tea 2 ,7 6 8 3,295 3 ,142 3,191 6 ,649
T y res 2 ,435 3 ,4 1 8 1,740 1 ,0 4 3 685
M isc e lla n e o u s
T e x t i l e s 2 ,064 1 ,387 1,004 950 1 ,089
F a sh io n  goods 2 ,145 2 ,486 1,525 1 ,394 1,760
Tim ber 2 ,6 6 2 2,060 1,137 1 ,394 1,293
S i lk  and S i lk  
compounds 1,945 2 ,969 1,767 904 1,232
C hem icals 2 ,199 419 200 76 81
S o u rce : M itsu i Bunko, M its u i  Bussan A rc h iv e s  No 390, p 24.
6 6
TABLE 1 .3











( h e c ta r e s )
*
N e t ta i  Sangyo M its u i Sum atra R ubber 3 ,037
Showa R ubber M its u b is h i Sum atra Rubber 6 ,256
Toyama
A g r ic u l tu r e M its u b is h i Sum atra Palm O il 5 ,783
Furukawa
Gomei Furukawa Sum atra Rubber 2 ,5 0 0
Okura
A g r ic u l tu r e Okura Sum atra R ubber 
Palm O il 2 ,442
Nomura E a s t  
In d ie s  Dev. Co N omura Borneo Rubber 7 ,182
Nomura E a s t 
In d ie s  Dev. Co Nomura Sum atra Palm O il 
C o ffee 6 ,634
( T ro p ic a l  P roduce C o .)
S ource: J a g a ta r a  Kanwa pp 215-22.
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TABLE 1 .4
COMPANIES IN CHARGE OF JAVANESE INDUSTRY 
(MILITARY ADMINISTRATION IN JAVA, NO DATE) .
PRODUCT CCMPANY PLACE OF PRODUCTION
C o tto n
Hemp
G utt a  P erch a
W a ttle  and  
G am bler
A g r ic u l tu r a l
C hem icals
P h a rm a c e u tic a ls
M achinery
C ig a r e t t e s
Sugar
B u tan o l
P aper
B eer
S o f t  D rin k s




M its u i N orin  K.K. 
Toyama N o ji  K.K.





U n a llo c a te d
U n a llo c a te d
W. Ja v a  
W. Ja v a
U tsunom iya S e isak u sh o  Surabaya
Tea Tobacco 
Toyo Tobacco
Taiwan S e i to  
M e ij i  S e i to  
D ai N ihon S e i to  
E n su ik o  S e i to  
Nanyo K ohatsu  
Okinawa S e i to
D ai N ihon S e i to  
E nsu iko  S e i to  
K oei Shokai 
Godo S h u se i K.K.
U n a llo c a te d
K ir in  B eer K.K.
K nm eisei K aisha
U n a llo c a te d
U n a llo c a te d
U n a llo c a te d
U n a llo c a te d
C h erib o n
S urabaya
B a ta v ia





L e a th e r
F is h in g
M arine
In s u ra n c e
F ir e  In s u ra n c e
W arehousing and 
L oading
U n a llo c a te d
U n a llo c a te d
Taiwan C h ikusan  Kogyo K.K. 
K anem atsu Shokai 
Takashim aya l i d a K .K .  
N ihon G enpi K.K.
Sanyo H ikaku K.K.
E ifu k u  Sangyo
Tokyo In s u ra n c e  
T a ish o  In su ra n c e  
Sumitoma In su ra n c e




B a ta v ia
B a ta v ia
TABLE 1 .5
COMPANIES IN CHARGE OF JAVANESE TRADE 
(m il it a r y  adm inistration  in  JAVA. NO DATE)
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PRODUCT COMPANY CONTROL ASSOCIATION
Copra
V e g e ta b le  O ils
U n tre a te d
R ubber
R esin
M itsu i B ussan
T akekosh i S h o ji 
Senda S h o ji
M itsu i B ussan 
M its u b is h i  S h o ji
Nomura Shokusan
S i s a l  and  Hemp Daido B oeki
Kapok 
L e a th e r  
L e a f Tobacco
S crap  I ro n
T annin
C inchona and 




In d ig o  
Palm O il
T akekosh i S h o ji
Nihon G enpi
Kyodo Tobacco 
B e is e i  Tobacco
Nanyo K o k u zu te tsu  
Yunyu T o se i Kumiai





M its u b is h i  S h o ji
M its u i  B ussan  
M its u b is h i  S h o ji
D ai N ihon In d ig o
Nomura Shokusan 
Toyama N o ji
N ihon Yuryo T o se i K.K. 
N ihon Yuryo T o se i K.K.








Monopoly C o rp o ra tio n
T etsudo  Genryo 
T o se i K.K.
N ihon T ann in  S h o ji
N ihon ly ak u  S e is a n  K.K.
D ai N ihon Kohi 
Shashogyo Kumiai
S h iry o  H aikyu K.K.
Nihon S a to  H aikyu  K.K.
Monopoly C o rp o ra tio n  
N ihon Yuryo T o se i K.K.
Tim ber Yukimoto S ho ten N ihon M okuzai K aish a
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TABLE 1 .6
ALLOCATION OF MINING RIGHTS IN INDOITESIA 
( greater east ASIA MINISTRY: SOUTHERN AREAS ECONOMIC POLICY
318 t JULY 1943)
MINERAL AREA COMPANY DATE OP ALLOCATION
Coal B u k it Asam 
(S um atra)
M its u i Kosan 19 F e b ru a ry  1942
O m bilin
(S um atra)
Hokkaido R a i l  and 
S team sh ip  Co.
16 May 1942
Baya m ines 




-- C eleb es M asei Kogyo 28 December 1942
Logos
(S u m atra )
M its u b is h i
Kogyo
16 J u ly  1943
P u lu  L au t 
(s. B orneo)
Nihon S e i t e t s u 25 J u ly  1943
T in Banka
(S um atra)
M u tsu b ish i Kogyo 19 F e b ru a ry  1942
B a u i i te B in ta n  and
Batam
(S um atra)
Furukavra Kogyo 19 F e b ru a ry  1942
Mica C e leb es C eleb es  Kogyo 17 March 1942
N ick e l Pomala
(C e le b e s )
Sumitomo Kogyo 19 F e b ru a ry  1942
A sp h a lt B ut on Buton Sangyo 16 May 1942
I n d u s t r i a l
Diamonds
M artap u ra  
(s. B orneo)
Nomura Shokusan 16 May 1942
P o n tia n a k  
(s. B orneo)
Nomura Shokusan 30 November 1942
Manganese S . Borneo 
S . Borneo
Nomura Shokusan 16 June  1942 
26 May 1943
P hosphate Ja v a Nihon C h isso  
H iry o  K.K.
16 S ep tem ber 1942
S u lphu r P ria n g a n
(Ja v a )
N ihon C h isso  
H iryo  K.K.
16 S ep tem ber 1942
N. C e leb es Nanyo Takushoku 16 S ep tem ber 1942
(co n tin u ed )
Copper 
C in n a b a r 
Lead 
I ro n  Ore






N ich i-N an  Kogyo 
N ihon S e i t e t s u
12 A p r i l  1943 
26 May 1943 
26 May 1943 




PLANTATION AND FORESTRY RIGHTS IN INDONESIA 
( greater east  ASIA MINISTRY: SOUTHERN AREAS ECONOMIC POLICY
3 1 s t  JULY 1943)
PRODUCT AREA COMPANY
C o tto n J a v a ,  Sum atra and N. Borneo
C e le b e s , L e s s e r  S undas, 
New G u in ea , and  S . Borneo
Ramie
S iz a l
O il  Palm
Sum atra
C e leb es
Suma t r a  
Jav a
H alm ahera 
New G uinea
Sum atra
M its u i N orin  
Toyama N o ji 
Toyo Menka
K anefuch i B oseki 
D ai N ihon B oseki 




Nanyo K ohatsu  
M itsu i N o rin  
M its u b is h i  S h o ji
Nomura Shokusan 
Toyama N o ji 
Okura Shokusan
Furukawa Takushoku 
M its u b is h i  N o ji
Nomura Shokusan 
Toyama N o ji




Toyama N o ji 
Nomura Shokusan 
Okura Sum atra Noba
Tim ber Sum atra 
S . Borneo
M its u i B ussan 
Toyama N o ji
N issa n  N o rin  
D aido A jia  Ringyo 
Nanyo Sangyo 
Nanyo Ringyo 
B orneo B ussan 
Toman Ringyo 
Yukimoto S hokai 




N ic h ira n  K oshi




G utt a  P e rch a
W a ttle  and  
Gambir
R ice
P ro d u c tio n
C e leb es
New G uinea 
Sum atra
J a v a  
Sum atra 
8 . Borneo 
W. Borneo
W. Ja v a  
Sum atra
M alaya and  Sum atra
S. Borneo
Buton Sangyo 
N is sa n  N orin
Nanyo K ohatsu
Toyama N o ji 
Aragawa S hoten  
Sumitomo Honsha
Sumitomo Honsha 




Sum atra Takushoku 
A sah i T ann in
Toyo Takushoku 
Taiwan Takushoku 




INDONESIA; OUTPUT OF SELECTED MINERALS 
1937-1945
(th o u sa n d  m e tr ic  to n s )
YEAR MANGANESE TIN PETROLEUM
1937 5 .8 3 9 .8 7 ,262
1938 5.1 27 .7 7 ,3 9 8
1939 6 .4 2 8 .3 7 ,9 4 9
1940 6.1 4 3 .5 7 ,9 3 9
1941 7 .3
*
5 1 .8 6 ,8 4 8
1942 2 0 .0* 10.1 3 ,083
1943 2 0 .0 * 17 .9 6 ,2 0 3
1944 2 0 .0* 6 .9 2 ,8 5 9
1945 - 1 .0 956
e s t im a te d
Source : U .N. S t a t i s t i c a l  Y earbook, 1948.
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I I  JAPANESE INVESTMENT IN POST-WAR INDONESIA
The Making o f a  "N orth -S ou th"  Problem
In  th e  im m ediate  p o s t-w a r  y e a r s  i t  was by no means obv ious 
t h a t  Jap an  would soon emerge a s  th e  dom inant econom ic in f lu e n c e  
i n  E a s t A s ia . The c lo s in g  p h a se s  o f th e  War had  w rought immense 
damage on th e  Ja p a n e se  economy. A t th e  same t im e , f o r  S o u th e a s t 
A sian  n a t io n s  such  a s  th e  P h i l ip p in e s  and In d o n e s ia ,  th e  a c h ie v e ­
m ent o f independence  from c o lo n ia l  r u le  b ro u g h t hope o f  a  b r ig h t
f u t u r e .  I n  th e  e a r l y  195 0 's  J a p a n 's  p e r  c a p i ta  incom e was low er
- '—— ( 1 )
th a n  t h a t  o f  M alaya ' and i t  seemed q u i te  p l a u s i b l e  f o r  J a p a n 's
Prim e M in is te r  to  s t a t e  t h a t :
" I t  i s  u n th in k a b le  . . . t h a t  Ja p a n , d e fe a te d  i n  war and 
h an d icap p ed  on a l l  hands owing to  lo s s  o f t e r r i t o r y ,  
s c a r c i t y  o f r e s o u rc e s ,  w ar d e v a s ta t io n s  o f  la n d ,  lo s s  
o f  s h ip p in g ,  d e t e r io r a t i o n  o f i n d u s t r i a l  p la n t  and 
eq u ip m en t, and th e  r e p a r a t io n s  she h a s  u n d e r ta k e n  c o u ld  
e v e r  be an economic menace to  any  c o u n t r y " ( 2 ) ,
In  f a c t ,  o f  c o u rs e ,  th e  1 9 5 0 's  and 1960*s w ere to  be a  
p e r io d  o f  phenom enal grow th f o r  th e  Jap an ese  economy and  con­
s e q u e n tly  a l s o  a  p e r io d  w hich saw a  r a p id  w id en in g  o f  th e  gap 
betw een J a p a n 's  l e v e l  o f developm ent and t h a t  o f  S o u th e a s t  A sian  
c o u n t r i e s  in c lu d in g  In d o n e s ia . A g la n c e  a t  th e  s t a t i s t i c s  ( s e e  
T ab le  2 .1  ) g iv e s  some in d ic a t io n  o f  th e  d iv e rg e n t  c o u rse s  o f  th e  
In d o n e s ia n  and  Jap an ese  econom ies. Between 1950 and 1970, w h ile  
I n d o n e s ia 's  GNP d o u b le d , J a p a n 's  GNP in c re a s e d  o v e r  s i x - f o l d .
Thus th e  In d o n e s ia n  GNP, which had been ab o u t one q u a r t e r  o f 
J a p a n 's  in  1950, was l e s s  th a n  o n e - te n th  by th e  e a r l y  1 9 7 0 's .
Some o f  th e  im p l ic a t io n s  o f t h i s  gap a r e  s p e l l e d  o u t by  th e  com­
p a r a t iv e  in d i c e s  l i s t e d  in  T ab le 2 .2 .  These show th a t  by th e  
m id -1 9 7 0 's  J a p a n  had a lm ost 25 tim es  a s  many d o c t o r s ,  and o v er 
150 tim es  a s  many te le p h o n e s  p e r  c a p i t a  a s  I n d o n e s ia .  C o n v e rse ly ,
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w h ile  I n d o n e s ia 's  p o p u la t io n  was o n ly  abou t 20$^ l a r g e r  th a n  J a p a n 's ,  
th e  ju v e n i le  p o p u la tio n  was more th a n  tw ice  a s  l a r g e ,  and  th e  d e a th  
r a t e  a lm o s t th r e e  tim e s  a s  h ig h .
These f i g u r e s ,  how ever, r e v e a l  o n ly  th e  symptom o f  th e  
p rob lem . The l i m i t a t i o n s  o f  such  f i g u r e s  a r e  m ost c l e a r l y  i l l u s ­
t r a t e d  by r e f e r r i n g  to  a  s t a t i s t i c  q u o ted  e a r l i e r :  th e  f a c t  t h a t  
J a p a n 's  p e r  c a p i ta  incom e was low er th a n  M a la y a 's  i n  th e  im m ediate 
p o s t-w a r  y e a rs  does n o t mean th a t  th e  Jap an ese  economy w as, even 
a t  t h a t  t im e , com parab le  i n  i t s  s t r u c t u r e  o r  l e v e l  o f  developm ent 
to  th e  econom ies o f  S o u th e a s t  A sian  c o u n t r i e s .  The f i r s t  p o s t­
w ar A m erican r e p o r t  on th e  problem  o f  Jap an ese  r e p a r a t io n s  e n v isag e d  
th e  " r a i s i n g  and ev en in g  up" o f  th e  l e v e l  o f  i n d u s t r i a l i s a t i o n  in  
A s ia  by th e  p h y s ic a l  rem oval o f  i n d u s t r i a l  p la n t  from  Ja p a n  to
(3 )th e  n a t io n s  she had o c c u p ie d ' B ut a s  f a r  a s  S o u th e a s t  A sia  
was co n ce rn ed , t h i s  was s im p ly  n e v e r  a  r e a l i s t i c  p r o p o s i t io n .
A p a rt from  th e  p o l i t i c a l  tu rm o il w hich  e x i s t e d  in  In d o n e s ia  and 
e lsew h ere  a t  t h i s  t im e , th e  econom ic and s o c i a l  s t r u c t u r e  in  th e  
e x - c o lo n ia l  a r e a s  o f  A sia  was n o t su ch  th a t  Ja p a n e se  i n d u s t r i e s  
c o u ld  have been  t r a n s p la n te d  w h o le sa le  to  th e s e  a r e a s .  The 
Ja p a n e se  economy, d e s p i t e  th e  enormous damage c a u s e d , f i r s t l y  by 
an  o v e r-e x te n d e d  p o l ic y  o f  m i l i t a r i s a t i o n ,  and l a t e r  by  a l l i e d  
bombing and o c c u p a tio n , was n e v e r th e le s s  an  i n d u s t r i a l  economy.
I t  p o sse sse d  a  w o rk fo rce  schoo led  in  th e  d i s c i p l i n e s  o f  mass 
p ro d u c tio n ,  a  co m p ara tiv e  abundance o f te c h n ic a l  s k i l l s ,  and a  
b u s in e s s  and b u r e a u c r a t ic  e l i t e  w ith  decades o f e x p e r ie n c e  in  
th e  management o f  a  m o d e rn is in g  economy. I t  was a l s o ,  to  borrow  
a  more r e c e n t ly  p o p u la r i s e d  e x p re s s io n ,  an " a u to c e n t r ic "  economy. 
M o d e rn isa tio n  was n o t  r e s t r i c t e d  to  a  few s e c to r s  s e r v in g  th e  
e x p o r t m a rk e t, b u t was f a i r l y  ev e n ly  sp re a d  th ro u g h o u t heavy and 
l i g h t  in d u s t r y ,  m in in g  and a g r i c u l t u r e .  A lthough  e x p o r ts  have
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alw ays been  o f  g r e a t  im p o rtan ce  to  th e  Jap an ese  economy, th e  main
( a ^
s t im u lu s  to  grow th  had come from  th e  expand ing  i n t e r n a l  m arke t ' .  
The w e ll-d e v e lo p e d  system  o f ro a d s  and r a i lw a y s  d id  n o t  m ere ly  
l i n k  s e a - p o r t s  w ith  c e n t r e s  o f  p ro d u c t io n ,  b u t  form ed a  g enu ine  
n e tw o rk  th ro u g h o u t th e  c o u n try . A ll  th e se  i n t e r n a l  l in k a g e s ,  
th o u g h  damaged by th e  War, w ere n o t  beyond r e p a i r .
In  In d o n e s ia ,  oh th e  o th e r  h and , th e  Ja p a n e se  o c c u p a tio n  
had  weakened b u t n o t  fu n d a m e n ta lly  a l t e r e d  th e  econom ic sy stem  
in h e r i t e d  from  D utch r u l e .  In  th e  words o f  one w r i t e r ,  r e f e r r i n g  
s p e c i f i c a l l y  to  In d o n e s ia :
" .  . . o n  th e  a d v e n t o f p o l i t i c a l  indep en d en ce  th e  ex­
c o lo n ie s  were sa d d le d  w ith  econom ies w hich had n e v e r  
been  in te n d e d  to  have an  i n t e r n a l  dynam ic o f t h e i r  own 
o r  to  have pow ers f o r  s e l f - g e n e r a t i o n " ( 5 ) .
N ot o n ly  w ere m ost o f  th e  modern p la n t a t i o n  and m in ing  e n t e r ­
p r i s e s  d e s ig n e d  to  m eet demand o u ts id e  th e  In d o n e s ia n  economy, 
b u t many o f  them were a l s o  b e in g  re n d e re d  in c r e a s in g ly  o b s o le te  
a s  th e  developm ent o f  new s y n th e t ic  m a te r ia l s  a l t e r e d  th e  
p a t t e r n  o f  w orld  demand.
I t  m igh t be im agined  th a t  th e  a r r i v a l  o f  independence 
p ro v id e d  an  o p p o r tu n i ty  f o r  a r a d i c a l  r e - s h a p in g  o f  th e  In d o n e s ia n  
economy, b u t  t h i s  was f a r  from  b e in g  th e  c a s e .  The im m ediate 
n e c e s s i t y  f o r  th e  new In d o n e s ia n  R ep u b lic  was p o l i t i c a l  s u r v iv a l .  
T h is  in v o lv e d  b o th  a c c e p ta n c e  by th e  i n t e r n a t i o n a l  community and 
m easures to  e n su re  t h a t  i n t e r n a l  r e g io n a l  and id e o lo g ic a l  f i s s u r e s  
d id  n o t  cau se  th e  b re a k  up o f  th e  R ep u b lic  (a  c o n s ta n t  danger 
w hich a lm o s t became a  r e a l i t y  in  1957-1958, when m i l i t a r y  and 
p o l i t i c a l  e le m e n ts  opposed to  P re s id e n t  S ukam o  a tte m p te d  to  s e t  
up an  a l t e r n a t i v e  governm ent in  C e n tra l  S u m a t r a ) T h e  f i r s t  
need  -  f o r  i n t e r n a t i o n a l  r e c o g n i t io n  -  le d  e a r l y  In d o n e s ia n
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governm ents to  p r o te c t  th e  r i g h t s  o f  f o r e ig n  in v e s t o r s ,  In d o n e s ia
was a l s o  o b l ig e d  to  a c c e p t ,  a s  th e  p r ic e  o f  in d e p en d en ce , d e b ts
i n h e r i t e d  from  th e  D utch c o lo n ia l  a d m in is t r a t io n .  The second
need  -  f o r  p o l i t i c a l  s t a b i l i t y -  -  l e d  to  th e  av o id an ce  o f  r a d i c a l
econom ic m easu res  d u r in g  th e  e a r ly  y e a rs  o f  th e  R e p u b l ic 's  l i f e .
At t h i s  s ta g e  th e  governm ent c o n c e n tra te d  m a in ly  on th e  ta s k s  o f
r e p a i r in g  th e  damage caused  by th e  Second W orld War and th e
s t r u g g le  f o r  in d e p en d en ce . From 1957 to  1965, u n d e r  S u k a rn o 's
"G uided D em ocracy", th e  In d o n e s ia n  governm ent so u g h t to  f r e e  th e
c o u n try  from  econom ic dependence on th e  West and a s s e r t  i t s  s t a t u s
(7 )a s  a  l e a d e r  o f  th e  "New Em erging F o rc e s " '  ' .  But th e  econom ic
d is r u p t io n  cau sed  by th e  w ith d raw a l o f  f o r e ig n  a id  and in v e s tm e n t,
and th e  su b se q u e n t rep la cem e n t o f  th e  Sukam o reg im e by a  p ro -
W estem  and m il i ta ry -d o m in a te d  governm ent u n d e r P r e s id e n t  S u h a rto
s e rv e d  to  em phasise  what F ra n k l in  B. W ein ste in  h a s  a p t l y  term ed
th e  "dilem m a o f  dependence" fa c e d  by l e s s  d ev e lo p e d  n a t io n s  su ch  
( 8 )a s  I n d o n e s ia '
The econom ic in e q u a l i t y  betw een Ja p a n  and In d o n e s ia  h as  
in e v i t a b l y  been  r e f l e c t e d  i n  the  s t r u c t u r e  o f  th e  r e l a t i o n s h i p  
betw een th e  two c o u n t r i e s .  T h is  i s  n o t to  im ply  t h a t  th e  r e l a t i o n ­
s h ip  h as  been  t o t a l l y  o n e -s id e d . As In d o n e s ia  became in c r e a s in g ly  
r e l i a n t  upon Jap an  a s  an e x p o rt m a rk e t, p a r t i c u l a r l y  f o r  o i l ,  so 
Jap an  became more dependen t upon In d o n e s ia  f o r  s u p p l ie s  o f  v i t a l
raw  m a te r i a l s .  By th e  m id -1 9 7 0 's  a b o u t 12^o o f  J a p a n 's  c ru d e  o i l
(9 )s u p p l ie s  came from  In d o n e s ia  . N e v e r th e le s s ,  b eca u se  o f  th e  
d i s p a r i t y  in  th e  s c a le  o f  t h e i r  econom ies, I n d o n e s ia 's  dependence 
upon Jap an  a s  a  t r a d in g  p a r tn e r  h as  a lw ays been f a r  g r e a t e r  th a n  
J a p a n 's  dependence on In d o n e s ia . (See T ab le  2 . 3 ) .  T h is  economic 
dependence has been  r e in f o r c e d  by th e  one-way flo w  o f  p r iv a t e
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c a p i t a l  and governm ent fu n d s  ( f i r s t l y  in  th e  form  o f  war r e p a r a ­
t i o n s  and  l a t e r  a s  o f f i c i a l  a id )  from Jap an  to  In d o n e s ia ,  and 
a l s o  by th e  f a c t  t h a t  I n d o n e s ia 's  e x p o r ts  to  Jap an  a r e  dom inated  
by a  sm a ll number o f  p rim ary  p ro d u c ts  -  p a r t i c u l a r l y  o i l  and 
tim b e r ,  demand f o r  w hich i s  very  s e n s i t i v e  to  econom ic f l u c t u a t i o n s ,
B ut i f  th e  p o s t-w a r  r e l a t io n s h ip  betw een Ja p a n  and In d o n e s ia  
h as  been  an  u n eq u a l r e l a t i o n s h i p ,  i t  has c e r t a i n l y  n o t been  a  
s t a t i c  on e . N ot o n ly  have economic l i n k s  betw een Jap an  and  
In d o n e s ia  in c re a s e d  in  a b s o lu te  and in  r e l a t i v e  te rm s , th e y  have 
a l s o  d ev e lo p ed  th ro u g h  s e v e r a l  d i s t i n c t  h i s t o r i c a l  phases  :
a )  The f i r s t  phase  -  from ab o u t 1950 to  th e  e a r ly  1 9 6 0 's  -  
m ig h t be c h a r a c te r i s e d  a s  a  p e r io d  o f  " t r i a n g u l a r  
t r a d e " .  D uring  th i s  p e r io d ,  J a p a n 's  im p o r ts  o f  raw 
m a te r i a l s  came p r in c i p a l l y  from  th e  U .S .A . (w hich  con­
t i n u e s  to  be a  m ajor so u rc e  o f  p rim ary  p r o d u c ts ,  p ro ­
v id in g  27^ of J a p a n 's  raw  m a te r ia l  im p o rts  in  1976,
a s  a g a i n s t  21^ from S o u th e a s t A s ia )^ ^ ^ ) .  A la rg e  
p e rc e n ta g e  of J a p a n 's  e x p o r ts  a l s o  w ent to  th e  U n ite d  
S t a t e s ,  b u t South and S o u th e a s t A sia  c o n s t i t u t e d  J a p a n 's  
m a jo r  e x p o r t m a rk e t, p a r t i c u l a r l y  f o r  consum er goods 
su ch  a s  t e x t i l e s .  The U n ite d  S t a t e s ,  in  t u r n ,  was th e  
c h i e f  e x p o r t  m arket f o r  S o u th e a s t A sian  raw m a te r i a l s .
I t  sh o u ld  be n o te d  th a t  th e  im p o rtan ce  o f  S o u th e a s t 
A sia  f o r  Japan  in  the  p o s t-w a r  p e r io d  was in c re a s e d  by 
th e  l o s s  o f  J a p a n 's  main p re -w a r  e x p o r t m a rk e t, C h ina .
b) The seco n d  phase -  from  th e  e a r ly  1 9 6 0 's  to  1973/74 
can  be seen  as  m arking th e  t r a n s i t i o n  to  a new s ta g e  
i n  J a p a n 's  e x te r n a l  economic r e l a t i o n s h i p s .  D uring  
t h i s  p h a se , th e  s ig n i f i c a n c e  o f  S o u th e a s t  A sia  f o r
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Japan  was a l t e r e d  by a  number o f s im u lta n e o u s  and 
co n n ec ted  developm ents in  th e  Jap an ese  economy. The 
v e ry  r a p id  econom ic g row th  o f th e  1 9 6 0 's  c r e a te d  a  
grow ing  demand f o r  im p o rted  raw m a te r i a l s  in  r e s o u r c e -  
poor J a p a n , As e a r ly  a s  1950-51 th e  ra w -m a te r ia ls  
s h o r ta g e s  w hich accom panied th e  K orean War boom had 
shown th e  need  to  s e c u re  r e l i a b l e  s u p p l ie s  o f  s t r a t e g i c  
r e s o u r c e s ,  and th e  grow ing aw areness  o f  t h i s  n eed  from  
th e  l a t e  1950*s on^^ards le d  to  th e  f i r s t  Ja p a n e se  
a t te m p ts  to  n e g o t ia te  in d ep en d en t ag reem en ts  on o i l  
im p o r ts ,  b y -p a s s in g  th e  W estern  c o n t r o l l e d  o i l  m a jo rs .
At th e  same tim e , th e  r i s i n g  c o s ts  o f  la n d  and la b o u r  
i n  Jap an  s t im u la te d  th e  grow th o f Ja p a n e se  f o r e ig n  
in v e s tm e n t in  la b o u r - in te n s iv e  m a n u fa c tu r in g . In  th e  
e a r l i e r  p h a s e s ,  such  o v e rse a s  m a n u fa c tu rin g  v e n tu re s  
w ere lo c a te d  m a in ly  in  Taiwan, Hong Kong and S. K orea , 
b u t a f t e r  th e  e s ta b l is h m e n t  of th e  S u h a rto  reg im e w ith  
i t s  more fa v o u ra b le  p o l i c y  tow ards f o r e ig n  in v e s t o r s ,  
a  la rg e  number o f  Jap an ese  m an u fa c tu rin g  p r o j e c t s  were 
s e t  up i n  In d o n e s ia ,  p a r t i c u l a r l y  in  im p o r t - s u b s t i tu t in g  
s e c to r s  such  a s  t e x t i l e s .  The consequences o f th e s e  
developm ents can be seen  from  th e  f i g u r e s  f o r  t r a d e  
betw een Ja p a n  and In d o n e s ia  (se e  T a b le s  2 .3  and 2 .4 ) .  
From 1963 onw ards, J a p a n 's  tr a d e  w ith  In d o n e s ia  went 
i n t o  perm anent d e f i c i t  (w ith  th e  one e x c e p tio n  o f th e  
p o l i t i c a l l y  t ro u b le d  y e a r  1965). A lthough  Japan  con­
t in u e d  to  ru n  a t r a d e  s u rp lu s  w ith  S o u th e a s t A sia  a s  a 
w h o le , th e  d e f i c i t  in  t r a d e  w ith  In d o n e s ia  ( th e  r i c h e s t  
so u rc e  o f  raw m a te r ia ls  in  th e  r e g io n )  i n d i c a te s  th e  
grow ing  im p o rtan ce  o f  S o u th e a s t A sia  a s  a s u p p l i e r  o f
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re s o u rc e s  e s s e n t i a l  to  J a p a n 's  econom ic developm ent 
( p a r t i c u l a r l y  o i l ) .  The g row th  o f  i m p o r t - s u b s t i t u t i n g  
in v e s tm e n t i s  r e f l e c t e d  in  a  r e l a t i v e  d e c l in e  in  
J a p a n e se  e x p o r ts  o f  f in i s h e d  consum er goods to  
In d o n e s ia ,  and an  in c re a s e  in  e x p o r ts  o f m a ch in e ry  and
( 11 )o th e r  h e a v y - in d u s t r ia l  p r o d u c ts ' , 
c )  From th e  p e r io d  o f  th e  1973/74 o i l  c r i s i s  onw ards,
Jap an  e n te r e d  a  t h i r d  phase  in  r e l a t i o n s  w ith  S o u th e a s t 
A s ia .  T h is  p h ase  i s  s t i l l  c o n t in u in g ,  and i t s  f i n a l
   im pact on th e  p a t t e r n  o f  econom ic r e l a t i o n s  rem a in s  to  .
be s e e n . D uring  t h i s  p h a se , th e  main em phasis  h as  been  
on d i v e r s i f y i n g  s u p p lie s  o f e s s e n t i a l  raw  m a t e r i a l s ,  
en co u ra g in g  th e  developm ent o f  modem " te c h n o lo g y ­
in te n s iv e "  i n d u s t r i e s  i n  Ja p a n , and p ro m o tin g  th e  t r a n s ­
f e r  o f  r e l a t i v e l y  s ta n d a rd is e d  i n d u s t r i e s  su ch  a s  
s t e e l  and c h e m ic a ls  to  c o u n t r ie s  w ith  lo w er wages and 
a  g r e a t e r  a v a i l a b i l i t y  o f i n d u s t r i a l  s i t e s .  T h is  has 
been  r e f l e c t e d  in  a  t r e n d  away from  s m a l l - s c a le  i n v e s t ­
ment p r o j e c t s  i n  im p o r t - s u b s t i tu t in g  i n d u s t r i e s ,  and 
tow ards l a r g e - s c a l e  in t e g r a te d  p r o je c t s  c o n ce rn ed  w ith  
th e  p ro d u c tio n  and p rim ary  p ro c e s s in g  o f raw  m a t e r i a l s .  
I t  h as  a l s o  l e d  to  grow ing Jap an ese  im p o rts  o f  b a s ic  
m a n u fa c tu red  goods from  some l e s s  d ev e lo p e d  c o u n t r i e s
( 12 )(su c h  a s  K o re a ) , though n o t y e t  from  I n d o n e s ia '
By th e  l a t e  1 9 6 0 's  Japan  was by f a r  th e  most im p o r ta n t  
t r a d in g  p a r tn e r  o f  m ost S o u th e a s t A sian  n a t io n s ,  and a  m a jo r 
in v e s t o r  i n  many o f  th e s e  c o u n t r ie s .  But J a p a n 's  p o l i t i c a l  r o l e  
in  th e  r e g io n  c o n tin u e d  to  be n eb u lo u s and low key . T h is  was th e  
consequence o f  a  d e l i b e r a t e  and l a r g e ly  s u c c e s s f u l  p o l i c y  by 
w hich J a p a n , c o n sc io u s  o f  th e  le g a c y  o f  m i s t r u s t  c r e a te d  by h e r
90
w ar-tim e  e x p a n s io n , sou g h t to  em phasise  econom ic r e l a t i o n s h i p s  
w h ile  a v o id in g  o v e rs e a s  p o l i t i c a l  com m itm ents. In  th e  words o f  
one Jap an ese  s c h o la r ,  J a p a n 's  p o s t-w a r  economic and  p o l i t i c a l  
developm ent to o k  p la c e  n o t  on ly  u n d e r  th e  A m erican n u c le a r
( 1 3 )
u m b re l la ,  b u t a l s o  u n d er th e  u m b re lla  o f A m e ric a 's  A s ia  p o l ic y
The Ja p a n e se  governm ent was g e n e r a l ly  a b le  to  m a in ta in  a  
n e u t r a l  s ta n c e  in  th e  l e s s  s t r a t e g i c  p o l i t i c a l  u p h e a v a ls  o f  p o s t­
w ar A sia  -  Jap an  f o r  exam ple m a in ta in e d  good r e l a t i o n s  w ith  
In d o n e s ia  b o th  u n d e r S u k a rn o 's  s t r o n g ly  n a t i o n a l i s t  r u l e  and 
u n d e r th e  p ro -W este rn  S u h a rto  reg im e, and a c te d  a s  a  m e d ia to r  
betw een In d o n e s ia  and M a lay s ia  d u rin g  th e  p e r io d  o f  c o n f l i c t  
betw een th o s e  two c o u n t r i e s  from 1963 to  1966^^^^. B ut on th e  
m ajo r i s s u e s  a f f e c t i n g  th e  re g io n  -  th e  K orean and  V ietnam  W ars, 
th e  r e c o g n i t io n  o f C h ina e t c .  -  J a p a n 's  p o s i t i o n  rem ained  
s t r i c t l y  s u b o rd in a te  to  U .S . p o l ic y .
Ja p a n e se  p o l ic y  i n i t i a t i v e s  were th u s  l a r g e l y  c o n f in e d  to  
r e l a t i v e l y  n o n - c o n t r o v e r s ia l  i s s u e s ,  and u s u a l ly  to  i s s u e s  w ith  
a  h ig h ly  econom ic b i a s .  The n o rm a l is a t io n  o f  J a p a n e se  r e l a t i o n s  
w ith  th e  n a t io n s  she had o ccu p ied  d u rin g  W orld War I I  (w ith  th e  
n o ta b le  e x c e p tio n s  o f  C hina and N orth  K orea) was m arked by th e  
s ig n in g  o f  ag reem en ts  p ro v id in g  econom ic r e p a r a t io n s  f o r  damages 
cau sed  d u r in g  th e  War. In  th e  ca se  o f In d o n e s ia ,  t h i s  ag reem ent 
( to g e th e r  w ith  a  fo rm a l Peace T re a ty )  was s ig n e d  i n  J a n u a ry  1958. 
S u b se q u e n tly  Ja p a n  was a c t iv e  in  th e  c r e a t io n  o f  th e  A sian  
D evelopm ent Bank in  1966 and was a  founder-m em ber o f th e  I n t e r -  
G overnm ental Group on In d o n e s ia  ( l . G . G . I . ) ,  th e  m u l t i - l a t e r a l  
a i d  co n so rtiu m  s e t  up to  a s s i s t  th e  S u h arto  G overnm ent in  1967. 
More r e c e n t ly  a s  w e ll  a s  b e in g  a m ajo r a id  d o n o r to  s e v e ra l  
in d iv id u a l  S o u th e a s t  A sian  c o u n t r i e s ,  Japan  h as  p ro v id e d  f i n a n c i a l  
b a c k in g  f o r  th e  developm ent p r o j e c t s  o f A .S .E .A .N . ( th e  f i v e -  
member A s s o c ia t io n  o f  S o u th e a s t A sian  N a t io n s ) .
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B ut th e  developm ent o f  non-econom ic r e l a t i o n s  w ith  S ou th ­
e a s t  A s ia  h a s  been  s lo w . T h is  i s  e v id e n t ,  n o t  o n ly  from  th e  low 
p r o f i l e  o f  J a p a n 's  p o l i t i c a l  in v o lv em en t i n  th e  r e g io n ,  b u t  a l s o  
from  th e  ab sen ce  o f  c o n ta c ts  a t  a  p o p u la r  l e v e l .  The f lo w  o f  
e m ig ra tio n  from  Jap an  to  S o u th e a s t A s ia ,  w hich had been  a  f e a t u r e  
o f  p re -w a r  r e l a t i o n s ,  c e a se d  e n t i r e l y  in  th e  p o s t-w a r  p e r io d ,  
when r a p id  econom ic g row th  p ro v id e d  J a p a n 's  p o p u la tio n  w ith  f u l l  
employment and r i s i n g  l i v i n g  s ta n d a rd s  a t  home. From 1945 onwards 
Jap an ese  v i s i t o r s  to  S o u th e a s t A sia  were a lm o s t i n v a r i a b ly  e i t h e r  
t o u r i s t s  o r  b u s in e s s  r e p r e s e n ta t iv e s  on s h o r t  term  o v e rs e a s  
p o s t in g s .  In  e i t h e r  c a se  th e y  d id  n o t  have th e  o p p o r tu n i ty  to  
d ev e lo p  s t r o n g  lo c a l  c o n ta c ts  i n  th e  way t h a t  p re -w a r  e m ig ra n ts
( 15)had  d o n e ' , C o n v e rse ly  th e r e  was v i r t u a l l y  no m ig ra tio n  from  
S o u th e a s t  A sia  to  J a p a n . U n like  W estern  E uropean  c o u n t r i e s ,
Ja p a n  chose  to  so lv e  th e  la b o u r  s h o r ta g e  o f  th e  1 9 6 0 's  by e x p o r t­
in g  c a p i t a l  r a t h e r  th a n  by im p o rtin g  w orkers  from  l e s s  d ev eloped  
c o u n t r i e s .
At a  c u l t u r a l  l e v e l ,  th e  p o s t-w a r  p e r io d  in  Jap an  was 
marked by an  a lm o s t t o t a l  ab sen ce  o f  "A sia  c o n s c io u s n e s s " . Some 
h i s t o r i a n s  have so u g h t to  d iv id e  J a p a n 's  r e c e n t  h i s to r y  in to  
p h a se s  o f  i d e n t i f i c a t i o n  w ith  th e  W est and i d e n t i f i c a t i o n  w ith  
A s ia ^ ^ ^ ) .  In  t h i s  schem e, th e  p o s t-w a r  p e r io d  h as  been  em p h a ti­
c a l l y  one o f  i d e n t i f i c a t i o n  w ith  th e  W est. The m assive  i n f l u x  
o f W estern  in f lu e n c e  in to  Japan  a f t e r  1945 c o in c id e d  w ith  a 
r e j e c t i o n  o f  th e  Pan A sian  s e n tim e n ts  a s s o c ia t e d  w ith  J a p a n 's  
w artim e m i l i t a r y  ex p an s io n . A p a ra d o x ic a l  s i d e - e f f e c t  o f  t h i s  
r e j e c t i o n  o f  m i l i t a n t  Pan A sian ism  (w hich had n e v e r  i n  f a c t  been  
b ased  on a  r e a l  sym pathy f o r ,  o r  u n d e rs ta n d in g  o f ,  o th e r  A sian  
c u l t u r e s )  was a  g e n e ra l  n e g le c t  o f  s e r io u s  academ ic i n t e r e s t  i n  
S o u th e a s t A s ia ,  The low p r i o r i t y  a c c o rd e d  to  th e  s tu d y  o f
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S o u th e a s t A sian  la n g u a g e s  and h i s t o r y  i n  Jap an ese  u n i v e r s i t i e s  
c o n t r a s t s  s t r i k i n g l y  w ith  th e  c o n s id e ra b le  re s o u rc e s  d ev o ted  to  
th e  s tu d y  o f  W estern c u l t u r e .  At a  more g e n e ra l  l e v e l ,  ex p o su re  
to  W estern  m a te r ia l  in  t e l e v i s i o n  program m es, f i lm s ,  b o o k s , news­
p a p e r  and  m agazine a r t i c l e s  e t c .  le a v e s  th e  a v e ra g e  Ja p a n e se  man 
o r  woman w ith  a v e ry  h ig h  le v e l  o f  know ledge and aw aren ess  o f 
e v e n ts  i n  W estern  n a t io n s .  By c o n t r a s t ,  p o p u la r  know ledge o f  
S o u th e a s t  A sian  c o u n t r ie s  ten d s  to  be hazy and  l a r g e ly  l im i t e d  to  
econom ic a s p e c t s .  As one In d o n e s ia n  j o u r n a l i s t  lo n g  r e s id e n t  i n  
J a p a n  h as  o b se rv e d , th e  p r in c ip a l  Jap an ese  image o f  In d o n e s ia  co n -
( 17 )t in u e s  to  be a s  a  " c o u n try  o f  r i c h  re s o u rc e s "  . In  In d o n e s ia ,  
to o ,  th e  m ain c u l t u r a l  o r i e n t a t i o n  i s  s t i l l  to w ard s  th e  W est, a  
consequence b o th  o f  lo n g  c o lo n ia l  t i e s  w ith  th e  N e th e r la n d s  and 
o f  th e  c o n t in u in g  p o l i t i c a l  and c u l tu r e  in f lu e n c e  o f  th e  U n ited  
S t a t e s .  The te a c h in g  o f  th e  Jap an ese  language  was e n fo rc e d  by 
th e  army o f  o c c u p a tio n  d u rin g  th e  W ar, and th u s  became a s s o c ia t e d  
i n  In d o n e s ia n  minds w ith  th a t  unhappy p e r io d  in  J a p a n e s e - In d o n e s ia n  
r e l a t i o n s ,  and  a l th o u g h  o p p o r tu n i t ie s  f o r  s tu d y  in  Japan  have 
been  in c r e a s in g  in  r e c e n t  y e a r s ,  th e  In d o n e s ia n  academ ic e l i t e  
r e t a i n s  f a r  c lo s e r  c o n ta c ts  w ith  Europe and A m erica th a n  w ith  
J a p a n .
The s t r i c t l y  econom ic n a tu re  o f  J a p a n 's  p o s t-w a r  r e l a t i o n ­
s h ip  w ith  In d o n e s ia  and o th e r  A sian  n a t io n s  h a s  had many 
a d v a n ta g e s . I t  e n ab led  Japan  to  c r e a te  f r i e n d l y  r e l a t i o n s  w ith  
S o u th e a s t A s ia  r e l a t i v e l y  unham pered by th e  le g a c y  o f  th e  War; 
i t  saved  Ja p a n  th e  m i l i t a r y  and p o l i t i c a l  c o s t  o f  l a r g e - s c a le  
o v e rse a s  com m itm ents; above a l l ,  i t  p ro v id e d  a  r e l a t i v e l y  sim p le  
and  r a t i o n a l  b a s i s  on w hich Japan  co u ld  co n d u c t i t s  f o r e ig n  p o l ic y  
f r e e  f r o n  c o n te n t io u s  is s u e s  such  a s  n a t io n a l is m  and re-a rm am en t. 
R e c e n tly ,  how ever, th e  problem s o f  t h i s  econom ic app roach  to
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J a p a n 's  r e g io n a l  r o le  have become more and more a p p a re n t .  In  th e  
f i r s t  p la c e ,  J a p a n 's  p o l ic y  h as  a ro u sed  c r i t i c i s m  from  o th e r  
A sian  c o u n t r i e s  who have come to  re g a rd  th e  Jap an ese  a s  "econom ic 
a n im a ls " . The d an g ers  o f  ig n o r in g  th e  p o l i t i c a l  a s p e c ts  o f  
econom ic r e l a t i o n s  were b ro u g h t home to  th e  Jap an ese  p u b l ic  in  
1974 when Prim e M in is te r  T an a k a 's  to u r  o f  S o u th e a s t  A sian  c o u n t r i e s  
was met w ith  v io l e n t  p r o t e s t s  c u lm in a tin g  in  a t t a c k s  on Ja p an ese  
c a r s  and  on th e  J a k a r ta  showrooms o f th e  Jap an ese  m u l t in a t io n a l  
T o y o ta . The p o s t-V ie tn am  w ithd raw al o f  A m erica from some o f  h e r  
A sian  com m itm ents h as  a l s o  le d  to  in c re a s in g  o u ts id e  p r e s s u r e  
upon Jap an  to  f i l l  th e  gap .
Jap an  i s  th u s  o b lig e d  to  fa c e  th e  f a c t  t h a t  h e r  p o s t-w a r  
r o l e  in  A sia  h a s  n e v e r  t r u l y  been  " a - p o l i t i c a l " . The v e ry  
p re se n c e  o f  J a p a n e s e  com panies in  o th e r  A sian  n a t io n s  h as  p ro fo u n d  
p o l i t i c a l ,  s o c i a l  and  d ip lo m a tic  consequences w hich th e  Ja p a n e se  
governm ent m ust ta k e  i n to  ac c o u n t in  sh ap in g  f u tu r e  p o l i c i e s .
S in ce  th e  m e e tin g  o f  fo rm er Prim e M in is te r  Fukuda w ith  th e  h ead s  
o f  s t a t e  o f  A .S .E .A .N . in  1977, Japan  has  p la c e d  in c r e a s in g
em phasis on th e  need  to  deepen c o n ta c ts  " in  th e  s p i r i t u a l  a s  w e ll
a s  th e  m a te r ia l  s p h e r e " H o w e v e r ,  th e  a c t u a l  shape o f  J a p a n 's  
em erging  r o l e  i n  A sia  rem ains u n c le a r .  To th e  e x te n t  t h a t  J a p a n 's  
f u tu r e  p o l i t i c a l  and c u l t u r a l  l i n k s  w ith  S o u th e a s t  A sia  must 
r e f l e c t  th e  u n d e r ly in g  economic im b a lan ce , th e y  may run  th e  r i s k
o f c r e a t in g  a s  many problem s as  th e y  s o lv e .
From Z a ib a ts u  to  M u lt in a t io n a l  C o rp o ra tio n
H aving lo o k ed  b r i e f l y  a t  th e  n a tu r e  o f  J a p a n 's  p o s t-w a r  
r e l a t i o n s h i p  w ith  In d o n e s ia ,  we must n e x t c o n s id e r  in  more d e t a i l  
th e  p u rp o se  and  th e  s t r u c t u r e  o f th e  grow ing inv o lv em en t o f  
Jap an ese  b u s in e s s  in  th e  In d o n es ian  economy. B ut in  o rd e r  to
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u n d e rs ta n d  th e  s p e c ia l  c h a r a c t e r i s t i c s  o f  th e  p o s t-w a r  " m u lt i ­
n a t i o n a l i s a t i o n "  o f th e  Ja p a n e se  f i r m , i t  i s  f i r s t  n e c e s s a ry  to  
o u t l in e  th e  changes w hich to o k  p la c e  i n  th e  o r g a n is a t io n  o f  
J ap an ese  b u s in e s s  in  th e  w ak e .o f d e f e a t  i n  World War I I .
As we have s e e n , two f o r c e s  b eh in d  th e  o v e rse a s  s p re a d  o f  
Jap an ese  econom ic in f lu e n c e  i n  th e  p re -w a r  p e r io d  were th e  
z a i b a t s u , and  in  p a r t i c u l a r ,  th e  g r e a t  g e n e ra l  t r a d in g  h ouses  
( sogo sh o sh a ) which p la y ed  a  c e n t r a l  o r g a n i s a t io n a l  r o le  w i th in  
th e  z a i b a t s u . In  th e  im m ediate p o s t-w a r  p e r io d  th e  z a ib a ts u  
w ere th e  p r i n c i p a l  fo cu s  o f  th e  economic re fo rm s  in tro d u c e d  by 
th e  A m erican m i l i t a r y  governm ent headed by G en e ra l D ouglas H acA rth u r, 
w hich c o n t r o l l e d  Jap an  from  i t s  s u r re n d e r  in  1945 u n t i l  th e  hand­
o v e r to  c i v i l i a n  r u le  in  1952. The g r e a t  z a ib a t s u  fa m ily  f o r tu n e s  
w ere l i q u id a t e d ;  th e  z a ib a ts u  h o ld in g  com panies w ere d is s o lv e d ;  
th e  b u s in e s s  le a d e r s h ip  was p u rg e d ; and an  a n ti-m o n o p o ly  law  was 
p rop o sed  to  p re v e n t th e  r e - c r e a t io n  o f  s im i l a r  c o n g lo m era te s  in  
th e  f u t u r e .  A ll  th e se  m easu res w ere d e s ig n e d  to  prom ote a  l e s s  
c o n c e n tr a te d ,  more c o m p e tit iv e  econom ic s t r u c t u r e ,  w hich th e  
U n ite d  S t a t e s  re g a rd e d  a s  an  e s s e n t i a l  p r e - r e q u i s i t e  i f  Jap an  
was to  be tu rn e d  from  a  m i l i t a r y  s t a t e  i n t o  a  l i b e r a l  dem ocracy 
on W estern  l i n e s .  However, th e  re fo rm in g  z e a l  o f  th e  A m erican 
a d m in is t r a t io n  began to  wane a s  th e  su b se q u en t developm ent o f  
C old  War te n s io n s  le d  th e  West to  view  Jap an  l e s s  as a  d e f e a te d  
enemy th a n  a s  a  v i t a l  an ti-C om raun ist b a s t io n  in  E a s t  A s ia . The
an ti-m o n o p o ly  m easu res a c t u a l l y  e n fo rc e d  w ere th u s  c o n s id e ra b ly
( 19)w eaker th a n  th o s e  o r i g i n a l l y  p rop o sed  by M a c A rth u r 's  s t a f f '
The power o f  th e  b an k s , in  p a r t i c u l a r ,  was l e f t  a lm o s t i n t a c t ,  
and from th e  l a t e  1 9 5 0 's  onw ards th e  g ra d u a l  re -em erg en ce  o f  
b u s in e s s  g ro u p in g s ,  c e n t r e d  on th e  m ajo r b a n k s , sogo s h o sh a , and
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m a n u fa c tu rin g  f i r m s ,  le d  a  number o f  eco n o m is ts  and j o u r n a l i s t s  
i n  Japan  and  ab ro a d  to  sp eak  o f a  " Z a ib a ts u  r e v iv a l"
The b u s in e s s  g roups w hich have d ev eloped  i n  th e  p o s t-w a r  
p e r io d  a r e ,  how ever, fu n d a m e n ta lly  d i f f e r e n t  from  th e  p re -w ar 
z a i b a t s u , a l th o u g h  th e y  a re  no l e s s  u n iq u e ly  Jap an ese  and  no 
l e s s  im p o r ta n t an  e lem en t i n  u n d e rs ta n d in g  th e  s t r u c t u r e  o f  th e  
J a p a n e se  b u s in e s s  and th e  n a tu re  o f  Jap an  * s  o v e rs e a s  economic 
e x p a n s io n . The z a i b a t s u . i t  w i l l  be r e c a l l e d ,  w ere p y ram id a l i n  
s t r u c t u r e ,  w ith  a  h o ld in g  company a t  th e  to p  c o n t r o l l i n g  a  number 
o f  la rg e  f i n a n c i a l ,  t r a d in g  and m a n u fa c tu r in g  f i r m s ,  w hich in  
tu r n  c o n t r o l le d  lo n g  c h a in s  o f  s m a l le r  s u b s i d i a r i e s  re a c h in g  
i n t o  a lm o s t e v e ry  s e c to r  o f  Jap an ese  m a n u fa c tu r in g  and d i s t r i b u ­
t i o n .  In  th e  p o s t-w a r  p e r io d  th e  low er p a r t  o f  th e  pyram ids 
g r a d u a l ly  re -e m e rg e d , a s  la rg e  com panies c o n s o l id a te d  t h e i r  con­
t r o l  ov er c h a in s  o f  s u b s i d i a r i e s .  These c h a in s  -  known in  
Ja p a n e se  a s  k e i r e t s u . l in k e d  th e  l a r g e s t  and m ost modern c o rp o ra ­
t i o n s ,  v ia  a  lo n g  l i n e  o f medium s iz e d  com pan ies, to  s n a i l  fa m ily  
f i r m s ,  o f te n  w ith  a s in g le  workshop c a r ry in g  o u t r o u t in e  ta s k s  o f  
a sse m b ly , r e p a i r  and d i s t r i b u t i o n .  The p r in c i p a l  change from  th e  
p a s t  i s  to  be found  when we exam ine th e  to p  o f  th e  pyram id 
s t r u c t u r e .  In d e e d , p o s t-w a r  b u s in e s s  g roups can  no lo n g e r  
s t r i c t l y  be term ed "pyram ids" s in c e  th e  apex  i s  m is s in g : th e  
h o ld in g  com panies a b o l is h e d  u n d er th e  Am erican z a ib a t s u - d i s s e l u t i o n  
programme w ere n e v e r  r e s to r e d .  What em erged in s te a d  in  th e  
1 9 5 0 's  and 1 9 6 0 's  w ere lo o se  g ro u p in g s  o f  a  number o f  la rg e  
f i rm s  in  w hich no s in g le  company o r  body had  o v e r a l l  c o n t r o l .
The in fo rm a l and f l e x i b l e  s t r u c t u r e  o f  th e s e  p o s t-w a r  
b u s in e s s  g ro u p in g s  -  o r  k igyo  shudan -  becomes e v id e n t  when we 
a t te m p t to  d e f in e  th e  l i n k s  w hich h o ld  them to g e th e r .  T here  i s .
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f o r  exam ple , a  c e r t a i n  amount o f  c ro s s -o w n e rsh ip  o f s h a r e s ,  b u t 
i t  i s  u n u s u a l f o r  more th a n  50^ o f  th e  s h a re s  o f  any one member 
f irm  to  be h e ld  by o th e r  g roup  com pan ies. Even th e n , s in c e  th e s e  
s h a re h o ld in g s  a re  d iv id e d  betw een a  number o f  com panies th e y  can 
o n ly  be c o n s id e re d  s i g n i f i c a n t  i f  one assum es t h a t  group  members 
a r e  l i k e l y  to  a c t  in  c o n c e r t  to  e x e r t  c o n t r o l  o v e r  t h e i r  f e l lo w  
member f i r m s .  An a n a ly s i s  o f  th e  f i g u r e s  f o r  n in e te e n  m a jo r  com­
p a n ie s  in  th e  M itsu i g ro u p  shows t h a t  th e  av e rag e  p e rc e n ta g e  o f  
s h a re s  owned by o th e r  M its u i g roup  com panies was 1 8 .9 ^  and  i n  
two c a s e s  (M itsu k o sh i D epartm ent S to re  and  M its u i M ining) th e  
f ig u r e s  w ere a s  low a s  2 .0 0  and 1 .7 0  re s p e c t iv e ly ^ ^ ^  \  A s l i g h t l y  
more p o w erfu l u n ify in g  fo rc e  i s  p ro v id e d  by in t r a - g r o u p  b o rro w in g : 
f irm s  te n d  to  borrow  q u i t e  h e a v i ly  from  th e  f i n a n c i a l  i n s t i t u t i o n s  
w ith in  t h e i r  g ro u p , and t h i s  f i n a n c i a l  dependence i s  p a r t i c u l a r l y  
im p o r ta n t  b ecause  o f th e  h ig h  d e b t - e q u i ty  r a t i o  o f  m ost l a r g e  
Jap an ese  f i r m s .  A gain , how ever, i t  i s  n o t norm al f o r  more th a n  
500 o f  th e  bo rro w in g s o f  any one f irm  to  come from w ith in  th e  
g ro u p ; i n  th e  ca se  o f  th e  M itsu i sam ple q u o te d  above th e  a v e ra g e  
f ig u r e  was 3 0 .8 0 , and  in t r a - g r o u p  b o rro w in g s w ere a g a in  n o rm a lly  
d iv id e d  betw een  th e  g ro u p 's  f o u r  la r g e  f i n a n c i a l  com panies (M itsu i
Bank, M its u i  T ru s t  and B ank ing , M its u i M utual L ife  In s u ra n c e ,  and
( 22 )T aisho  M arine and F i r e  I n s u r a n c e ) ' , I t  i s  e v id e n t ,  t h e r e f o r e ,  
t h a t  th e  f i n a n c i a l  l i n k s  w ith in  th e  g ro u p , a l th o u g h  s t ro n g  enough 
to  c r e a te  a  se n se  o f  s h a re d  i n t e r e s t s  and m utual s u p p o r t ,  a r e  n o t 
s u f f i c i e n t  to  p la c e  any  one company i n  command o f th e  g ro u p  o r  
to  c r e a t e  th e  s o r t  o f  m o n o lith ic  u n i t y  w hich e x is te d  w i th in  th e  
p re -w a r z a i b a t s u .
Some w r i t e r s ,  in  se ek in g  to  lo c a t e  th e  c e n t r e  o f  power in  
th e  k ig y o  sh u d an . have em phasised th e  em ergence o f  P r e s i d e n t s '
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( 2 3 )C lubs , M ost o f  th e  m a jo r g ro u p s have e s t a b l i s h e d  su ch  
c lu b s ,  c o n s i s t in g  o f  th e  P r e s id e n t s  o f  th e  p r i n c i p a l  " c o re "  com­
p a n ie s  o f  th e  g ro u p , w hich  m eet a t  r e g u la r  i n t e r v a l s  ( u s u a l ly  
m o n th ly ) . I n  f a c t ,  how ever, th e  fu n c t io n  o f  su ch  m e e tin g s  i s  
l a r g e ly  fo rm a l, and  th e y  can n o t be c o n s id e re d  a s  a  forum  f o r  
s e r io u s  p o lic y -m a k in g . More a t t e n t i o n  sh o u ld  p e rh a p s  be p a id  to  
th e  lo w e r - le v e l  m e e tin g s  o f  m idd le -m an ag ers  and te c h n ic a l  e x p e r ts  
w ith in  th e  k igyo  sh u d an , and to  th e  in fo rm a l ,  p e r s o n a l  c o n ta c ts  
w hich o f te n  d ev e lo p  betw een in d iv id u a l  b u s in e s s  le a d e r s  in  
p rom inen t g roup f i r m s .  The im p o rtan ce  o f  such  c o n ta c t s  i s ,  
how ever, by i t s  v e ry  n a tu re  e x tre m e ly  d i f f i c u l t  to  q u a n t i f y .
The k igyo  shudan th e n ,  u n l ik e  th e  z a i b a t s u , have no c e n t r a l i s e d  
d e c is io n  making body , and a l th o u g h  group  p o l ic y  may be c o -o rd in a te d  
on c e r t a i n  i s s u e s ,  c o m p e tit io n  betw een g ro u p  members i s  o f te n  
in t e n s e .  I t  sh o u ld  a l s o  be p o in te d  o u t t h a t  th e r e  i s  no s in g le  
s t r u c t u r a l  p a t t e r n  f o r  a  k igyo  sh u d an . Each g roup  h as  ch a ra c ­
t e r i s t i c s  o f i t s  own. Of th e  s ix  m ajo r k ig y o  shudan -  th e  
M its u b is h i  g ro u p , th e  M itsu i g ro u p , th e  Sumitomo g ro u p , th e  Puyo 
g ro u p , th e  DKB ( D a i- I c h i  Kangyo Bank) group  and th e  Sanwa g roup  -  
th e  M itsu b is h i g roup  i s  som etim es re g a rd e d  a s  b e in g  th e  b e s t  co­
o rd in a te d .  The c e n t r a l  power o f  th e  M its u b is h i  g ro u p  i s  f a i r l y  
e v e n ly  d iv id e d  betw een th e  M its u b is h i  Bank, M its u b is h i  S h o ji  and  
M its u b is h i  Heavy I n d u s t r i e s .  In  th e  M itsu i g roup  th e  power o f  
M its u i Bussan i s  c o m p a ra tiv e ly  g r e a t  becau se  o f  th e  r e l a t i v e  
w eakness o f  th e  g r o u p 's  f i n a n c i a l  and heavy  in d u s t r y  com panies.
The th r e e  m ajo r g ro u p s  w hich have em erged s in c e  th e  War -  th e  
Puyo, DKB and Sanwa g ro u p s  -  a r e  lo o s e r  i n  s t r u c t u r e  th a n  th e  
d i r e c t  d e scen d a n ts  o f  th e  z a i b a t s u , and a r e  l a r g e l y  c e n tr e d  on 
t h e i r  r e s p e c t iv e  b an k s . However, th e  c e n t r e  o f  g r a v i t y  in  any
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g ro u p  may s h i f t  d epend ing  upon th e  r e l a t i v e  s u c c e s s  o f  i t s  co re  
com panies and th e  q u a l i t y  o f  t h e i r  management.
S in c e  th e  s t r u c t u r e  o f  th e  k ig y o  shudan i s  so lo o s e  and  so 
h a rd  to  d e f in e  i t  seems re a s o n a b le  to  a s k  w hat f u n c t io n  th e se  
g ro u p s  can  p o s s ib ly  s e r v e .  One answ er i s  t h a t  th e y  p ro v id e  a  
w id e r  fo c u s  f o r  th e  l o y a l t y  o f  t h e i r  em ployees th a n  th e  
in d i v id u a l  f i r m .  A s e n se  o f  "g roup  i d e n t i f i c a t i o n "  u n d o u b te d ly  
e x i s t s ,  p a r t i c u l a r l y  w ith in  th e  ex- z a i b a t s u  g ro u p in g s , and  t h i s  
i s  a s s id u o u s ly  f o s te r e d  by group  p u b l i c a t i o n s ,  g ro u p -sp o n so re d  
s o c i a l  p r o j e c t s  such  a s  h o s p i t a l s  and e d u c a t io n a l  fo u n d a tio n s  
e t c .  The v a r io u s  k ig y o  shudan a r e  c o n s ta n t ly  a s s e s s in g  t h e i r  
own p o s i t i o n  a s  com pared w ith  th o se  o f  t h e i r  r i v a l s ,  and  th e  
e x i s te n c e  o f  su c h  g ro u p s  c e r t a i n l y  h e lp s  to  encou rage  th e  
i n t e n s e ly  c o m p e tit iv e  s p i r i t  w hich i s  c h a r a c t e r i s t i c  o f  J a p a n e se  
i n d u s t r y .  In d e e d , some econom ists  have su g g e s te d  t h a t  th e  
d e te rm in a t io n  o f  e v e ry  k ig y o  shudan to  keep  up w ith  i t s  r i v a l s  
i n  e v e ry  new m arke t o r  new f i e l d  o f  p ro d u c tio n  h a s  le d  in  some
( 24 )c a s e s  to  e x c e s s iv e  c o m p e tit io n  and i n e f f i c i e n t  u se  o f  r e s o u r c e s '
The im p o rtan ce  o f  g roup  c o m p e tit io n  may h e lp  to  e x p la in  th e  
phenomenon o f  a  v e ry  r a p id  in f lu x  o f  r i v a l  Ja p a n e se  com panies 
i n t o  a  f o r e ig n  c o u n try  in  th e  e a r l y  s ta g e s  o f  in v e s tm e n t (a s  i n  
th e  c a se  o f  t e x t i l e  in v e s tm e n t i n  S o u th e a s t  A s ia )  -  no g roup  
w ishes  to  be l e f t  o u t o f  a  new and p o t e n t i a l l y  p r o f i t a b l e  f i e l d .
In  a  more p o s i t i v e  se n se  th e  k ig y o  shudan  p ro v id e  p o o ls  o f  
c a p i t a l ,  te c h n o lo g y  and p e rs o n n e l w hich  can be u sed  to  r e s e a r c h  
and  e x p lo i t  p ro m is in g  f i e l d s  f o r  developm ent and  to  s e t  up 
o v e rse a s  p r o j e c t s .  One o f  th e  i n t e r e s t i n g  f e a t u r e s  o f  th e  e a r l y  
p h ases  o f  p o s t-w a r  Ja p a n e se  o v e rs e a s  in v e s tm e n t was t h a t  many o f  
th e  com panies in v o lv e d  w ere r e l a t i v e l y  s m a l l .  These w ere .
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t y p i c a l l y ,  com panies m a n u fa c tu rin g  s im p le , s ta n d a r d is e d  p ro d u c ts  -  
t e x t i l e s ,  fo o tw e a r ,  e l e c t r i c a l  b a t t e r i e s ,  p ro c e s s e d  fo o d s  e t c .  -  
f o r  e x p o r t to  l e s s  developed  c o u n t r i e s .  Such com panies had th e  
m ost to  lo s e  from  th e  grow th  o f  econom ic p r o te c t io n is m  in  T h ird  
W orld c o u n t r i e s  d u r in g  th e  1 9 5 0 's  and  1960*s, and t h e i r  p ro c e s s e s  
w ere w e ll s u i t e d  to  th e  needs o f  c o u n tr ie s  in  th e  e a r l y  s ta g e s  
o f  i n d u s t r i a l i s a t i o n .  But w ith o u t th e  su p p o r t w hich th e y  d e r iv e d  
from  th e  g ro u p  s t r u c tu r e  o f  J a p a n e se  in d u s t r y ,  i t  i s  u n l ik e ly  
t h a t  th e se  com panies would have been  a b le  to  i n i t i a t e  o v e rse a s  
in v e s tm e n t p r o j e c t s .  Through m em bership o f  a n  i n d u s t r i a l  g roup­
in g ,  su ch  sm all-to -m ed ium  s iz e d  com panies w ere a b le  to  c a l l  on 
th e  f i n a n c i a l  b a c k in g  o f  a  la rg e  b an k , th e  i n t e r n a t i o n a l  e x p e r t i s e  
o f  a  g e n e ra l  t r a d in g  company, and in  some c a s e s  a l s o  th e  te c h n o -
( 25 )l o g i c a l  a d v ic e  o f  l a r g e r  m a n u fa c tu r in g  f irm s  in  th e  same f i e l d '
The v a lu e  o f  th e  k igyo  shudan a p p l ie s  n o t o n ly  to  such  s m a ll-  
s c a le  p r o j e c t s  b u t a l s o  to  l a r g e - s c a le  o v e rse a s  v e n tu re s  w hich  
r e q u i r e  f i n a n c i a l  re s o u rc e s  beyond th e  re a c h  o f  a  s in g le  m u l t i ­
n a t io n a l  f irm . A f u r t h e r  fu n c t io n  o f  th e  k ig y o  shudan which may 
be m en tioned  in  p a s s in g  i s  t h e i r  r o l e  i n  a s s i s t i n g  member com­
p a n ie s  i n  tim es  o f  f i n a n c i a l  d i f f i c u l t y .
In  f a c t ,  th e  v e ry  in f o r m a l i ty  and f l e x i b i l i t y  o f  th e  k igyo  
shudan  may w e ll be a  key  to  t h e i r  s u c c e s s .  Group u n i ty  i s  
s u f f i c i e n t  to  be o f  v a lu e  where r e q u i r e d ,  b u t n o t  g r e a t  enough 
to  cu rb  th e  independence  and i n i t i a t i v e  o f member com pan ies. F o r 
exam ple , when M its u b is h i  Heavy I n d u s t r i e s  d e c id e d  to  c o n s t r u c t  a  
l a r g e  s h ip  r e p a i r  y a rd  i n  S in g a p o re , i t  was a b le  to  r e c r u i t  th e  
f i n a n c i a l  and com m ercial su p p o rt o f  M its u b is h i  Bank and M its u b is h i  
S h o j i  in  s e t t i n g  up  th e  p r o je c t .  B ut when th e  t e x t i l e  m an u fac tu r­
in g  g ia n t  T e i j i n  s e t  up a s y n th e t ic  t e x t i l e  v e n tu re  in  In d o n e s ia
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i n  1971, i t  was b ack e d , n o t  by t r a d in g  com panies w hich were 
f e l lo w  members o f  th e  Sanwa Group, b u t by Toyo Menka o f  th e  
M itsu i g roup and I t o h  Chu o f  th e  DKB g ro u p , b o th  o f  w hich had 
lo n g  e x p e r ie n c e  in  th e  In d o n e s ia n  t e x t i l e  t r a d e .
The f l e x i b i l i t y  o f  th e  k ig y o  shudan a l th o u g h  a  c r u c i a l
so u rc e  o f  s t r e n g t h ,  i s  a l s o  a  l i a b i l i t y  in  th e  sen se  t h a t  i t  may
g iv e  r i s e  t o  m isu n d e rs ta n d in g  and m is t r u s t  a b ro a d . Many fo r e ig n
o b s e rv e rs  p e r s i s t  in  r e g a rd in g  th e  M its u b is h i ,  M its u i  and
Sumitomo g ro u p s  a s  i f  th e y  were i d e n t i c a l  w ith  th e  p re -w a r
z a ib a ts u  o f  th e  same nam es. One r e c e n t  s tu d y  o f  th e  In d o n e s ia n
economy, f o r  exam ple, s t a t e s  o f  th e  M itsu i g ro u p  t h a t ,  by th e
end o f  th e  Second F iv e  Y ear P la n  " t h i s  s in g le  c o rp o ra t io n  w ould . . ,
have in v e s te d  th e  e q u iv a le n t  o f  more th a n  one q u a r t e r  o f  a l l
( 26 )fo r e ig n  in v e s tm e n t a p p ro v a ls  betw een 1967 and A ugust 1974" .
In  f a c t ,  a s  has been  a rg u ed  h e r e ,  th e  k igyo  shudan  can n o t be 
c o n s id e re d  a s  o p e ra t in g  l i k e  a  s in g le  c o rp o ra t io n  o r  even l i k e  
a  w e s te m - s ty l e  co n g lo m e ra te . G iven th e  d i f f u s e n e s s  and  la c k  o f  
c e n t r a l i s e d  d e c is io n -m a k in g  in  th e  M its u i  g ro u p , th e  s c a le  o f  
t h i s  g r o u p 's  in v e s tm e n t in  In d o n e s ia  i s  n o t  r e a l l y  a s  s i n i s t e r  
a s  th e  above q u o ta t io n  would su g g e s t.  However, th e  s i z e  and  
u n iq u e  s t r u c t u r e  o f  th e  k ig y o  shudan u n d o u b te d ly  a ro u s e  co n ce rn  
and s u s p ic io n  in  many o f  th e  l e s s  developed  c o u n t r i e s  i n  w hich 
t h e i r  member com panies o p e ra te .
The e n d u rin g  ten d en cy  to w ards g ro u p -fo rm a tio n  in  th e  
Ja p a n e se  economy i s  em phasised by th e  f a c t  t h a t  many o f  th e  new er 
m a n u fa c tu r in g  co n g lo m era te s  w hich have developed  s in c e  th e  w ar 
have  chosen  to  r e t a i n  o r  e s t a b l i s h  an  a f f i l i a t i o n  w ith  one o f 
th e  m ajo r k ig y o  sh u d an . The i n d u s t r i a l  r e c o n s t r u c t io n  of th e  
im m ediate p o s t-w a r  p e r io d  opened th e  way f o r  a  num ber o f  sm a ll 
com pan ies, p a r t i c u l a r l y  in  th e  a u to m o b ile  and e l e c t r o n i c s
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i n d u s t r i e s ,  to  dev e lo p  i n t o  r i v a l s  o f  th e  o ld e r  m a n u fa c tu r in g  
g i a n t s .  Amongst th e se  com panies w ere s e v e r a l  w hich have become 
h o u seh o ld  nam es, b o th  in  Jap an  and  a b ro a d  -  M a tsu s h ita  E l e c t r i c a l  
I n d u s t r i e s ,  Sony C o r p o r a t io n ,- H i t a c h i ,  T oyota M otor C o .,  Honda 
M otor Co. e t c .  These com panies d ev e lo p ed  a  n e tw ork  o f  i n t e r e s t s  
i n  t h e i r  own i n d u s t r i a l  f i e l d  v e ry  much on th e  l i n e s  o f  w e s te rn  
c o n g lo m era te s  such  a s  G en e ra l M otors o r  P h i l i p s ,  and a r e  now 
am ongst th e  le a d in g  Ja p a n e se  o v e rse a s  i n v e s t o r s .  At th e  same 
t im e , how ever, many f in d  i t  ad v an tag eo u s  to  have a  lo o s e  l i n k  
w ith  one o f  th e  " b ig  s ix "  b u s in e s s  g ro u p in g s . In  1978, f o r  
exam ple , H i ta c h i  and th e  s h ip - b u i ld in g  g i a n t  Ish ik aw ajim a-H arim a
( 27 )( iH l)  announced t h e i r  fo rm a l m em bership o f  th e  DKB k ig y o  sh u d a n , '  
w h ile  T o y o ta , a lth o u g h  i t s e l f  th e  c e n t r e  o f  a  la r g e  web o f  
i n d u s t r i a l  e n t e r p r i s e s ,  r e t a i n s  a  c o n n e c tio n  w ith  th e  M its u i 
g roup  from  w hich i t  o r ig in a te d .
An a n a ly s i s  o f  th e  o r g a n is a t io n  o f  Ja p a n e se  m u l t in a t io n a l
f i rm s  w ould n o t  be com plete  w ith o u t some m en tio n  o f  th e  p o s t- t r a r
r o l e  o f th e  sogo s h o sh a . On th e  fa c e  o f  i t  i t  seems s u r p r i s in g
t h a t  th e  sho sh a  n o t  o n ly  su rv iv e d  th e  w ar and i t s  a f te rm a th ,  b u t
a c t u a l l y  grew and p ro sp e re d  in  th e  p o s t-w a r  p e r io d .  I n  1947
M acA rth u r 's  a d m in is t r a t io n  o rd e re d  th e  d i s s o lu t i o n  o f  th e  two
l a r g e s t  t r a d in g  f i r m s :  M itsu i B ussan  and M its u b is h i  S h o j i ,  and
th e  e x p e r ie n c e  o f w e s te rn  i n d u s t r i a l i s e d  n a t io n s ,  where th e  r o l e
o f th e  g r e a t  t r a d in g  h ouses  had d e c l in e d  w ith  th e  d e c l in e  o f  th e
E u ro p e a n -c o n tro lle d  c o lo n ia l  e m p ire s , w ould have ap p e a re d  to
( 28 )in d i c a te  a  b le a k  f u tu r e  f o r  th e  sogo sh o sh a '  ' ' .  Y et by th e  
e a r l y  1960*s th e  two d is s o lv e d  t r a d i n g  com panies had r e c o n s t i tu t e d  
th e m se lv e s  and resum ed a  c e n t r a l  r o l e  i n  th e  Ja p a n e se  economy, 
and  a  number o f  s m a l le r  s p e c i a l i s t  t r a d in g  com panies had
102
d i v e r s i f i e d  th e m se lv es  and jo in e d  th e  ra n k s  o f  th e  m a jo r sogo 
sh o sh a . By 1965 th e  " b ig  te n "  shosha -  M its u b is h i  S h o j i ,  M its u i 
B u ssan , M aruben i, I to h  Chu, Sumitomo S h o j i ,  N is sh o -Iw a i, Toyo 
Menka, K anem atsu-G osho, A taka Sangyo and  N ichim en J i ts u g y o  -  
betw een them h a n d le d  o v er 500 o f J a p a n 's  e x p o r ts  and a lm o st 650
( 2 9 )o f  J a p a n 's  im p o r ts
One re a so n  f o r  th e  p o s t-w a r  s u c c e s s  o f  th e  sogo shosha 
m ust l i e  i n  th e  i n t e r n a l  s t r u c tu r e  o f  th e  Jap an ese  d i s t r i b u t i o n  
sy s tem . The sogo shosha  had c r e a te d  f o r  th e m se lv es  a  v i t a l  r o l e  
i n  p ro v id in g  l i n k s  betw een v a r io u s  s e c to r s  o f  Ja p an ese  in d u s t r y ,  
and  to  th e  p r e s e n t  day a lm o st h a l f  th e  com m ercial t r a n s a c t io n s  
o f  th e  m ajor sogo shosha ta k e  th e  form  o f  i n t e r n a l  t r a d e .  A 
seco n d  e x p la n a t io n  i s  to  be found in  th e  s h o r ta g e  o f f o r e ig n  
e x p e r t i s e  and  language  s k i l l s  am ongst b u sinessm en  in  th e  im m ediate 
p o s t-w a r  p e r io d .  T h is  was a g g ra v a te d  by J a p a n 's  w ar-tim e  i s o l a ­
t i o n  from  th e  w e s te rn  n a t io n s  w hich w ere to  be am ongst h e r  c h ie f  
t r a d in g  p a r tn e r s  from 1950 onw ards. Some la rg e  sogo shosha  
w ere r e c r u i t i n g  and  t r a i n in g  s t a f f  f o r  o v e rse a s  p o s t in g s  a s  
e a r l y  a s  1951» and th e s e  com panies w ere to  p ro v id e  a  u s e f u l  fund  
o f  s c a rc e  human re s o u rc e s  d u rin g  th e  e a r l y  y e a r s  o f  J a p a n 's  
p o s t-w a r  econom ic growth^
D u rin g  th e  h ig h -g ro w th  e ra  o f  th e  1 9 6 0 's  th e  sogo sh o sh a  
n o t  on ly  in c r e a s e d  t h e i r  s a le s  tu rn o v e r ,  b u t  a l s o  expanded t h e i r  
non -com m ercia l fu n c tio n s  to  such an  e x te n t  t h a t  th e  name sogo shosha 
(g e n e r a l  t r a d in g  company) became a lm o st a  m isnom er. P e rh ap s  th e  
m ost im p o r ta n t  o f  th e s e  a d d i t io n a l  f u n c t io n s  was a s  f i n a n c i a l  
in t e r m e d ia r ie s  borrow ing  from la rg e  banks and le n d in g  on fa v o u r ­
a b le  te rm s to  m a n u fa c tu re rs  who w ished to  r a i s e  sh o rt- to -m e d iu m  
te rm  lo a n s .  The shosha  a l s o  came to  p la y  an  in c r e a s in g ly  v i t a l
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r o l e  a s  i n t e r n a t i o n a l  in fo rm a tio n  n e tw o rk s , c o l l e c t i n g  and  s t o r ­
in g  d a ta  n o t  o n ly  on m a tte r s  d i r e c t l y  r e l a t e d  to  t h e i r  t r a d e  
a c t i v i t i e s  b u t  a l s o  on new te c h n o lo g ic a l  d ev e lo p m en ts , o v e rs e a s  
econom ic and  s o c ia l  t r e n d s ,  and  p o l i t i c a l  ch an g es  aro u n d  th e  
w o rld . By th e  e a r ly  1 9 7 0 's  M its u i B u ssa n 's  in fo rm a tio n  n e tw o rk  
was w id e ly  re p u te d  to  be second  o n ly  to  t h a t  o f  th e  CIA. T h e ir  
in f o im a t io n - g a th e r in g  f u n c t io n ,  to g e th e r  w ith  t h e i r  d a y - to -d a y  
c o n ta c t s  w ith  a  wide ran g e  o f  Japanese  and f o r e ig n  com pan ies, 
e n a b le d  th e  sh o sh a  to  a c t  a s  in te rm e d ia r ie s  i n  th e  c r e a t io n  o f 
l a r g e  s c a l e  p r o j e c t s  i n  new f i e l d s ,  to  a r ra n g e  t i e - u p s  betw een 
Ja p a n e se  f i rm s  and o v e rse a s  m u l t in a t io n a l s  and  to  a s s i s t  i n  th e  
im p o rt o f  f o r e ig n  t e c h n o l o g y ^ \
M ost im p o r ta n t ly ,  from th e  p o in t  o f  v iew  o f  t h i s  s tu d y , i t  
a l s o  e n a b le d  them to  p la y  a  le a d in g  p a r t  i n  th e  i n i t i a t i o n  o f  
J a p a n e se  in v e s tm e n t p r o je c t s  a b ro a d . The sh o sh a  were among th e  
f i r s t  to  a p p r e c ia te  th e  p o s s i b i l i t i e s  f o r  o v e rs e a s  in v e s tm e n t, 
p a r t i c u l a r l y  a s  a  means o f  m a in ta in in g  Jap an ese  e x p o r ts  to  l e s s  
d e v e lo p e d  c o u n t r i e s  in  th e  fa c e  o f  grow ing im p o rt r e s t r i c t i o n s ,  
and  a s  a  means o f  s e c u r in g  so u rc e s  o f  s t r a t e g i c  raw  m a te r i a l s .  
They w ere a l s o  in  a  p o s i t io n  to  a d v is e  r e l a t i v e l y  in e x p e r ie n c e d  
Ja p a n e se  o v e rs e a s  in v e s to r s  on lo c a l  m a rk e ts , s u i t a b l e  p a r tn e r s  
f o r  j o i n t  v e n tu re s  e t c .  In  r e t u r n ,  th e  sh o sh a  r e c e iv e d  th e  
r i g h t  to  su p p ly  Japanese-m ade in p u ts  to  o v e rs e a s  p r o j e c t s  and 
w here n e c e s s a ry  to  e x p o r t th e  p ro d u c ts  o f  th e s e  p r o j e c t s .  By 
1978 s i x  o f  th e  te n  l a r g e s t  Jap an ese  o v e rse a s  in v e s t in g  com panies 
w ere sogo sh o sh a  ( s e e  T ab le  2 .5 ) .
S in c e  th e  e a r ly  1 9 7 0 's  many e x p e r ts  have  e x p re s se d  d o u b ts  
o v er th e  f u tu r e  r o le  o f  th e  sogo s h o sh a . The shosha  fa c e d  
p a r t i c u l a r  d i f f i c u l t i e s  d u r in g  th e  t r a n s i t i o n  from  h ig h  to
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lo w er g row th  r a t e s  w hich to o k  p la c e  d u r in g  th e  p e r io d  1972-74 .
They w ere w id e ly  c r i t i c i s e d  f o r  h o a rd in g  and o th e r  a n t i - s o c i a l
a c t i v i t i e s  d u r in g  th e  o i l  c r i s i s  o f  1973 /74 , an d  i n  1975 one o f
th e  "B ig  Ten" -  A taka Sangyo -  fa c e d  f i n a n c i a l  c o l la p s e  and was
e v e n tu a l ly  fo rc e d  to  merge w ith  i t s  r i v a l ,  I t o h  Chu. P ro f .  M ichael
Y o sh in o , in  h i s  s tu d y  o f  J a p a n 's  m u l t in a t io n a l  e n t e r p r i s e s ,
p r e s e n t s  a  w id e ly -h e ld  p o in t  o f  view  when he c r i t i c i s e s  th e
sh o sh a  f o r  t h e i r  " e n tre n c h e d  b ia s  tow ards e x p lo i t i n g  s h o r t - te rm
g a in s "  and t h e i r  f a i l u r e  to  ta k e  an a c t i v e  i n t e r e s t  i n  th e
developm ent o f  th e  o v e rse a s  in v e s tm e n t p r o j e c t s  w hich th e y  have
i n i t i a t e d ,  and a rg u e s  t h a t  t h e i r  f u tu r e  w i l l  be a s  a g e n ts  in  th e
m u l t in a t io n a l  sp re a d  o f  o th e r  com panies, r a t h e r  th a n  a s  f u l l y -
f le d g e d  m u l t in a t io n a l s  i n  t h e i r  own r i g h t .  Y oshino a l s o  p o in ts
o u t  t h a t  th e  grow ing e x p e r t i s e  o f  Ja p a n e se  m a n u fa c tu r in g  f irm s
i n  fo r e ig n  in v e s tm e n t i s  underm in ing  th e  r o l e  o f  th e  shosha  in
(32)f o r e ig n  m a n u fa c tu rin g  v e n tu r e s '
However, th e  shosha have c e r t a in  s t r e n g t h s  w hich may e n a b le  
them to  r e f u t e  such  p e s s im is t ic  p r o g n o s t ic a t io n s .  Shosha a t  
p r e s e n t  show a  h ig h  deg ree  o f  aw areness  o f  t h e i r  p re d ic a m e n t, 
and  have ta k e n  a  number o f  m easures to  a d a p t  t h e i r  s t r u c t u r e  to  
ch an g in g  c irc u m s ta n c e s .  These in c lu d e  th e  s tr e n g th e n in g  and 
r a t i o n a l i s a t i o n  o f t h e i r  o v e rse a s  in v e s tm e n t p r o j e c t s ,  th e  expan­
s io n  o f  t h e i r  r o l e  in  t h i r d  c o u n try  t r a d e  (w h ich  in  1975 acc o u n ted  
f o r  a b o u t 90 o f th e  t r a n s a c t io n s  o f  th e  "B ig  Ten") and th e  
developm ent o f  t h e i r  r e s e a r c h  and p la n n in g  f u n c t io n s .  The 
o r g a n is a t io n a l  and in fo rm a tio n -g a th e r in g  sy stem s o f  th e  m ajo r 
sh o sh a  a r e  l i k e l y  to  be o f  c o n tin u e d  v a lu e  a s  th e  p a t te r n  o f  
J a p a n 's  f o r e ig n  in v e s tm e n t moves tow ards l a r g e - s c a l e  o v e rse a s  
p r o j e c t s  backed by c o n s o r t i a  o f  Jap an ese  co m pan ies. Shosha
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would a l s o  have a r o l e  to  p la y  in  c r e a t in g  jo i n t - v e n t u r e s  in  
w hich Ja p a n e se  f irm s  p a r t i c i p a t e  w ith  f o r e ig n  m u l t i n a t io n a l s ,  and 
more g e n e r a l ly  i n  b r id g in g  th e  gap betw een b u s in e s s  i n t e r e s t s  
and th e  p o l i t i c a l  rea lm  i n  a  w orld  i n  w hich " th e  e x e rc is e  o f  
power i s  n o t  a  m a t te r  o f  c h o ic e  b u t a  n e c e s s i ty "  f o r  th e  m u l t i -
(3 3 )n a t io n a l  c o r p o r a t io n  . One A m erican a n a l y s i s  o f  th e  m u l t i ­
n a t io n a l  f i rm  has co n c lu d ed  th a t  th e  f u tu r e  b e lo n g s ,  l e s s  to  th e  
t r a d i t i o n a l  m a n u fa c tu r in g  g i a n t s ,  th a n  to  f i rm s  w hich s p e c i a l i s e  
i n  " in v e s t in g  p r i n c i p a l l y  in  R. and D, in  th e  i n t e r n a t i o n a l  
r e c ru i tm e n t  o f  s k i l l e d  te c h n ic a l  and m a n a g e ria l p e r s o n n e l ,  i n  
th e  o r g a n is a t io n  o f  i n t e r - r e l a t e d  g lo b a l  m a rk e ts  . . • and in  
th e  c a p a b i l i t y  o f  e n g in e e r in g  and s t a r t i n g  up modem p l a n t s ,  
fa rm s , m in es , f i s h e r i e s ,  s c h o o ls ,  h o s p i t a l s  -  w h a tev e r i s  n eed e d , 
so  long  a s  ow nersh ip  i s  n o t  a  p r e c o n d i t i o n ^ W h i l e  th e  sh o sh a  
have so f a r  n o t been n o ta b le  f o r  a c t i v i t i e s  o f  th e  f i r s t  two 
ty p e s ,  th e y  have been  d ev e lo p in g  a grow ing r o l e  in  th e  l a t t e r  
two f i e l d s ,  and  a l th o u g h  th e y  a re  u n l ik e ly  to  d ev e lo p  in to  
" m u l t in a t io n a ls "  on th e  c l a s s i c a l  w e s te rn  m o d e l, th e y  can  be 
ex p ec ted  to  c o n tin u e  to  e x e r t  a  c e n t r a l  in f lu e n c e  on th e  shape 
o f  J a p a n 's  econom ic p re se n c e  a b ro a d .
The Jap an ese  S tr a te g y  o f  O verseas In v estm en t
S in ce  th e  m id -1 9 6 0 's  th e re  has been  an  u p su rg e  o f  academ ic 
and  p u b lic  i n t e r e s t  i n  th e  phenomenon o f  o v e rs e a s  d i r e c t  in v e s t ­
m en t, and  in  th e  m u l t in a t io n a l  c o rp o ra t io n  w hich i s  th e  p r in c i p a l  
a g e n t o f  such  in v e s tm e n t. As R o b e rt A l ib e r  w ro te  in  1969:
"One o f  th e  rem a rk ab le  phenomena o f th e  l a s t  te n  y e a r s  
h as  been  th e  r a p id  grow th in  i n t e r n a t i o n a l  in v e s tm e n t. 
S urges o f  i n t e r n a t i o n a l  in v e s tm e n t b e fo re  W orld War I I  
and in  th e  1 9 2 0 's  have c o n s is te d  l a r g e ly  o f  p o r t f o l i o  
in v e s tm e n t; fu n d s  moved from l o w - i n t e r e s t - r a t e  a r e a s  to  
h i g h - i n t e r e s t - r a t e  a r e a s .  S in ce  W orld War I I ,  th e  m ajor 
com ponent o f  th e  c a p i t a l  flow  h as  been  d i r e c t  in v e s tm e n t 
a s  f irm s  d o m ic ile d  in  one c o u n try  have e s t a b l i s h e d  f o r e ig n  
b ran ch e s  and p u rch ased  f o r e ig n  f i rm s " (3 5 ) .
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The g r e a t  m a jo r i ty  o f  t h i s  f o r e ig n  d i r e c t  in v e s tm e n t has  
o r ig in a te d  in  th e  U n ite d  S t a t e s ,  a l th o u g h  W estern  E uropean  c o u n t r ie s  
su ch  a s  B r i t a i n ,  W est Germany, th e  N e th e r la n d s ,  S w itz e r la n d  and 
Sweden have a l s o  been  l a r g e - s c a le  o v e rs e a s  i n v e s t o r s .  By th e  
end o f  1975 th e  U n ited  S ta te s  had n e t  o v e r s e a s  d i r e c t  in v e s tm e n ts  
o f  more th a n  ^133 b i l l i o n ;  B r i t a i n , t h e  n e a r e s t  r i v a l  o f th e  U .S .A ., 
f e l l  f a r  b eh in d  w ith  l e s s  th a n  ^  39 b i l l io n ^ ^ ^ ^ ;  J a p a n 's  o v e rse a s  
d i r e c t  in v e s tm e n ts  t o t a l l e d  j u s t  o v e r 0  15 b i l l i o n .  However,
J a p a n 's  r o le  a s  a  f o r e ig n  in v e s to r  was d e v e lo p in g  r a p id l y .
Between 1967 and Septem ber 1976 J a p a n 's  c u m u la tiv e  d i r e c t  o v er­
s e a s  in v e s tm e n ts  in c re a s e d  f i f t e e n - f o l d  from  0  1 ,176  m i l l io n  to  
^  17,784 m i l l io n .  I n  1967 th e  U n ite d  S t a t e s '  s to c k  o f  f o r e ig n
d i r e c t  in v e s tm e n t was more th a n  t h i r t y  tim es  a s  g r e a t  a s  J a p a n 's ;
( 3 7 )by 1975 i t  was l e s s  th a n  lin e  tim es a s  g r e a t '  Jap an  was
c l e a r l y  p a r t i c i p a t i n g  in  th e  phenom enal in c r e a s e  o f  o v e rs e a s  
d i r e c t  in v e s tm e n t w hich has been  a  c h a r a c t e r i s t i c  f e a tu r e  o f  th e  
le a d in g  c a p i t a l i s t  econom ies i n  r e c e n t  d e c a d e s .
I t  m igh t th e r e f o r e  be ex p ec ted  t h a t  th e  c a u se s  and p a t t e r n s  
o f  J a p a n 's  grow ing f o r e ig n  in v estm en t would c lo s e ly  resem b le  
th o se  found  in  th e  c a se  o f th e  U n ited  S t a t e s .  But a s  Y o sh ino ,
Kojima and Ozawa have a l l  sh o v m ^^^ \ t h i s  was n o t  s o .  O verseas
d i r e c t  in v e s tm e n t can  be a n a ly se d  in  v a r io u s  w ays:
a )  By g e o g ra p h ic a l  a re a  -  ab o u t tw o - th i r d s  o f  U .S .
f o r e ig n  in v estm en t to  1975 was i n  ad v anced  i n d u s t r i a l  
c o u n t r i e s ,  p a r t i c u l a r l y  in  W estern  E u rope . The rem ain­
in g  t h i r d  was in  L a t in  A m erica and o th e r  l e s s  dev e lo p ed  
r e g io n s .
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b) By s e c t o r  -  ab o u t 400 o f  U .S . o v e rs e a s  in v e s tm e n t was 
in  m a n u fa c tu r in g  in d u s t r y ,  a b o u t 300 i n  r e s o u rc e  
e x t r a c t io n  ( p a r t i c u l a r l y  th e  o i l  in d u s t r y )  and th e  
rem a in d er in  commerce and s e r v i c e s ,  b a n k in g , in s u ra n c e  
e t c .
c )  By s i z e  o f  company -  s t a t i s t i c s  on t h i s  s u b je c t  a r e  
r a t h e r  p o o r, b u t f o r e ig n  in v e s tm e n t i n  th e  U .S . c a se  
h as  c l e a r l y  been i d e n t i f i e d  w ith  l a r g e  f i r m s .  A ccord­
in g  to  V ernon, U .S. m u l t in a t io n a l  com panies were a b o u t
. th r e e  tim es  th e  average  s i z e  o f  U .S . n a t io n a l
( 39 )com pan ies ' ' .
The d e b a te  o v e r th e  sp re a d  o f  m u l t in a t io n a l  c o rp o ra t io n s  
h as  e n c o u n te re d  c e r t a i n  p roblem s o f  d e f i n i t i o n .  I n  th e  f i r s t  
p la c e  th e r e  h as  been  some sem an tic  d isa g re e m e n t o v e r th e  u se  o f  
th e  word " m u l t in a t io n a l " .  T h is  word has how ever come to  be  
g e n e r a l ly  a c c e p te d  i n  p o p u la r  a s  w e ll  as  academ ic u s e ,  and  w i l l  
th e r e f o r e  be used  h e re  i n  p re fe re n c e  to  " i n t e r n a t i o n a l  c o r p o r a t io n " ,  
" t r a n s n a t i o n a l  c o r p o r a t io n " ,  " g lo b a l  e n t e r p r i s e "  o r  any o f th e  
o th e r  a l t e r n a t i v e s  w hich have been  p u t fo rw a rd ^ ^ ^ ^ . The second  
problem  i s  fu ndam en ta l s in c e  i t  a f f e c t s  th e  r e l a t i o n s h i p  betw een 
th e  phenomenon o f  o v e rs e a s  d i r e c t  in v e s tm e n t an d  th e  phenomenon 
o f  th e  m u l t in a t io n a l  c o rp o ra t io n :  sh o u ld  a l l  com panies which have 
d i r e c t  in v e s tm e n ts  o v e rse a s  be c o n s id e re d  u n d e r  th e  h ead in g  o f  
" m u l t in a t io n a l  c o r p o r a t io n s " ,  o r  does t h i s  te rm  im ply  som eth ing  
m ore: la r g e  s i z e ,  a  w ide g e o g ra p h ic a l  sp re a d  o f  o v e rse a s  p r o je c t s  
e tc ?  In  p r a c t i c e ,  many a n a ly s t s  o f  th e  m u l t in a t io n a l  f irm  have 
a d o p te d  th e  w id e s t p o s s ib le  d e f in i t io n 'b in  e n t e r p r i s e  w hich owns 
o r  c o n t r o l s  p ro d u c in g  f a c i l i t i e s  ( i . e .  f a c t o r i e s ,  m ines, o i l  
r e f i n e r i e s ,  d i s t r i b u t i o n  o u t l e t s ,  o f f i c e s  e t c . )  in  more th a n  one 
c o u n t ry " ( 4 1 )  ̂ a l th o u g h  t h i s  d e f i n i t i o n  in c lu d e s  w ith in  i t s
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scope  a  g r e a t  ra n g e  o f  com panies o f  v a ry in g  s i z e ,  ty p e  and 
n a t i o n a l i t y  ( in c lu d in g  a l s o  com panies o r ig i n a t i n g  in  T h ird  W orld 
c o u n t r i e s ) , a t t e n t i o n  h as  been  d i r e c te d  v e ry  l a r g e l y  to  a  s in g le  
ty p e  o f  m u l t in a t io n a l  f irm : th e  v e ry  l a r g e ,  t e c h n o lo g ic a l ly  
advanced , U .S .-b a s e d  m a n u fa c tu rin g  company w ith  s u b s i d i a r i e s  in  
o th e r  dev e lo p ed  c o u n t r i e s .  The re a so n s  f o r  t h i s  b ia s  a re  s e l f  
e v id e n t .  Such com panies d o , in  f a c t ,  acc o u n t f o r  a  v e ry  la r g e  
s h a re  o f  th e  t o t a l  s to c k  o f  o v e rse a s  d i r e c t  in v e s tm e n t .  They a r e  
a  r e l a t i v e l y  r e c e n t  phenomenon, and th e r e f o r e  c h a l le n g in g  to  
th e o r e t i c i a n s  o f  i n t e r n a t i o n a l  econom ics. M oreover, t h e i r  
e x is te n c e  r e q u i r e s  more e x p la n a tio n  th a n  t h a t  o f ,  f o r  exam ple, 
th e  o ld e r - e s t a b l i s h e d  r e s o u r c e - e x p lo i t in g  m u l t i n a t i o n a l s .
By im p l ic a t io n ,  o v e rse a s  d i r e c t  in v e s tm e n t h as  come to  be 
i d e n t i f i e d  w ith  th e  m u l t in a t io n a l  c o r p o r a t io n ,  and  th e  m u l t i ­
n a t io n a l  c o rp o ra t io n  w ith  th e  v e ry  la r g e  m a n u fa c tu r in g  f irm  o f  
w hich G en era l M o to rs , ITT, IBM and P ep sico  a r e  t y p i c a l  exam ples. 
E x p la n a tio n s  o f th e  p o s t-w a r  ex p an sio n  o f  o v e rs e a s  d i r e c t  in v e s t ­
m ent have th e r e f o r e  been  d es ig n ed  p r in c i p a l l y  to  f i t  th e  case  o f  
th e s e  com panies. Such e x p la n a tio n s  have em phasised  th e  o l ig o ­
p o l i s t i c  s t r u c t u r e  o f  U .S . in d u s t r y ,  th e  a d v a n ta g e s  c o n fe re d  by 
th e  p o s s e s s io n  o f  p a te n te d  tech n o lo g y  o r  b ran d  nam es, th e  pheno­
menon o f  th e  " p ro d u c t l i f e  cy c le "  e t c ^ ^ ^ \  R e la t i v e ly  l i t t l e  
a t t e n t i o n  has been  p a id  to  th e  s p re a d  o f  m u l t in a t io n a l  in v e s t ­
m ents in  r e s o u rc e  e x t r a c t i o n ,  a l th o u g h  t h i s  h as  been p ro c e e d in g  
r a p id ly .  M u l t i n a t io n a l s ' in v e s tm e n ts  i n  l e s s  d ev e lo p ed  c o u n t r ie s  
have te n d ed  to  be  t r e a t e d  in  a  q u i te  s e p a r a te  a n a l y t i c a l  c o n te x t ,  
one w hich c o n c e n tr a te s  on th e  econom ic and p o l i t i c a l  im p ac t o f  
th e  m u l t in a t io n a l  on th e  h o s t  c o u n try ^ ^ ^ ^ . Works on t h i s  ty p e  
o f  in v e s tm en t have th e r e f o r e  been r a t h e r  p o o r ly  i n t e g r a t e d  in t o
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g e n e ra l  th e o r i e s  on th e  cau ses  and m echanism s o f  m u l t in a t io n a l  
in v e s tm e n t. The same i s  a l s o  t r u e  o f  th e  sm a ll m u l t in a t io n a l  
f i r m .
T h is  i s  u n f o r tu n a te ,  because  when we tu r n  to  th e  ca se  o f  
J ap an ese  o v e rse a s  in v e s tm e n t, we f in d  t h a t  th e  t y p i c a l  p r o f i l e  
o f  th e  Ja p a n e se  m u l t in a t io n a l  company i s  q u i t e  d i f f e r e n t  from  
t h a t  o f  th e  U .S . m u l t in a t io n a l ,
a )  In  th e  f i r s t  p la c e ,  by 1976, ab o u t 600 o f  Jap an ese  
o v e rse a s  d i r e c t  in v e s tm en t was in  l e s s  d ev e lo p ed  
c o u n t r i e s ,  w ith  A sia  ta k in g  by f a r  th e  l a r g e s t  s h a r e .  
Only 240 o f  in v e s tm e n t was in  N orth  A m erica , and  th e  
re m a in d e r  in  Europe and O ceania (m a in ly  A u s t r a l i a ) .
b) In  term s o f  i n d u s t r i a l  s e c t o r ,  J a p a n 's  in v e s tm e n ts  
i n  commerce and s e rv ic e  i n d u s t r y  were c o m p a ra tiv e ly  
la r g e  (a lm o s t 400 o f  th e  t o t a l ) ,  r e s o u r c e - o r i e n ta t e d  
in v e s tm e n ts ,  l i k e  th o se  o f  th e  U n ite d  S t a t e s ,  were 
ab o u t 300 o f  a l l  fo re ig n  in v e s tm e n t ,  and  in v e s tm e n t 
i n  m a n u fa c tu rin g  acco u n ted  f o r  o n ly  300 o f  th e  t o t a l .
c )  A s u b s t a n t i a l  sh a re  o f  J a p a n e se  o v e rs e a s  in v e s tm e n t 
was by sm a ll o r  medium s iz e d  f i r m s .  The 1976 su rv ey  
o f  o v e rse a s  in v e s t in g  com panies by J a p a n 's  M in is try  
o f  I n t e r n a t io n a l  Trade and I n d u s tr y  (M ITI) found th a t  
3 6 .3 0  w ere sm a ll o r  medium s iz e d  com panies w ith  p a id  
up c a p i t a l  o f  l e s s  th a n  ï  100 m i l l io n  (a b o u t U .S .
 ̂ 3 0 0 ,0 0 0 )(4 4 ) ,
F u r th e r  a n a ly s i s  o f  th e  f ig u r e s  s u g g e s ts  even  g r e a t e r  
v a r i a t i o n  from  th e  U .S . p a t t e r n  o f  o v e rs e a s  in v e s tm e n t .  Ja p a n e se  
in v e s tm e n t in  th e  U .S. and p a r t i c u l a r l y  in  E urope i s  v e ry  l a r g e l y  
i n  th e  c o m m erce /se rv ice /b an k in g  s e c to r ,  w h ile  Ja p a n e se  o v e rs e a s
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m a n u fa c tu r in g  p r o je c t s  a r e  lo c a te d  p re d o m in a n tly  i n  l e s s  d ev e lo p ed  
c o u n t r i e s .  In  1977 3 6 .5 0  o f Ja p a n e se  o v e rs e a s  m a n u fa c tu r in g  
in v e s tm e n t (b y  v a lu e )  was in  o th e r  A sian  c o u n t r i e s  and 2 9 .3 0
(4 5 )i n  L a t in  A m erica ' \  A f u r t h e r  c h a r a c t e r i s t i c  o f  Jap an ese  m u l t i ­
n a t io n a l  com panies em erges when we exam ine th e  s e c t o r a l  com posi­
t i o n  o f  J a p a n 's  o v e rse a s  m a n u fa c tu rin g  in v e s tm e n t .  U .S . m u l t i ­
n a t io n a l s ,  a s  we have s e e n , a re  a s s o c ia t e d  m a in ly  w ith  th e  p ro d u c­
t io n  o f  te c h n o lo g ic a l ly  s o p h i s t i c a te d  brand-nam e g o ods. Raymond 
V ern o n 's  s u rv e y  o f  187 m a jo r U .S . m u l t in a t io n a l s  found "a  heavy  
em phasis on s k i l l e d  manpower and on a d v e r t i s i n g .  A t th e  low end 
o f  th e  s c a le  a r e  t e x t i l e s  and  s t e e l ;  a t  th e  h ig h  end m o to r v e h i c l e s ,  
f a b r i c a te d  m e ta ls ,  p e tro le u m , d rugs and o th e r  c h e m ic a ls " ( 4 ^ )  ̂
Jap an ese  co m pan ies, on th e  c o n t r a r y ,  have in v e s te d  v e ry  h e a v i ly  
in  o v e rs e a s  p ro d u c tio n  o f  t e x t i l e s  and  s t e e l ,  a l th o u g h  ch em ica ls  
and e l e c t r i c a l  a p p l ia n c e s  have a l s o  been a  m a jo r  f i e l d  f o r  f o r e ig n  • 
in v e s tm e n t. I f  we exam ine a  l i s t  o f  th e  tw en ty  l a r g e s t  J a p a n e se  
o v e rs e a s  in v e s t in g  c o r p o r a t io n s ,  t h e r e f o r e ,  we f in d  h a r d ly  any 
w hich conform  to  th e  s ta n d a rd  image o f  th e  m u l t in a t io n a l  e n t e r ­
p r i s e .  E ig h t ( in c lu d in g  th e  to p  f iv e )  a r e  g e n e ra l  t r a d in g  com­
p a n ie s ,  and o f  th e  m a n u fa c tu r in g  f i rm s ,  s i x  a r e  engaged i n  th e  
p ro d u c tio n  o f  s ta n d a rd is e d  item s such  a s  t e x t i l e s  , (T o ray  and 
T e i j i n ) ,  s t e e l  and s h ip s  (M its u b is h i  Heavy I n d u s t r i e s ,  Ish ik a w a jim a - 
H arim a). Only f iv e  -  M a ts u s h ita ,  Honda, N is s a n ,  Sony and T o sh ib a  
f i t  th e  t r a d i t i o n a l  p ic tu r e  o f  th e  la r g e  m u l t in a t io n a l  m anufac­
tu r in g  f i rm ,  and even  in  th e s e  c a s e s  th e  re sem b lan ce  to  w e s te rn  
m u l t in a t io n a l s  i s  n o t  a s  g r e a t  a s  i t  m igh t seem. M a tsu s h ita  
Denki Sangyo (one branch o f th e  M a ts u s h ita  E l e c t r i c a l  Company), 
f o r  exam ple, had th i r ty - s e v e n  o v e rs e a s  s u b s i d i a r i e s  o r  a f f i l i a t e s  
by 1977, tw elv e  in  d ev e lo p ed  c o u n t r i e s  and tw e n ty - f iv e  in  l e s s
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d ev e lo p ed  c o u n t r i e s .  But o f  th e  tw elve  in  d ev e lo p ed  c o u n t r ie s  
o n ly  s ix  w ere engaged in  m a n u fa c tu rin g  o r  a ssem b ly , th e  rem a in d er 
a l l  b e in g  in v o lv e d  in  s a l e s  and s e r v ic in g  o n ly . Of th e  tw e n ty - 
f i v e  s u b s i d i a r i e s  in  l e s s  developed  c o u n t r i e s ,  how ever, tw en ty
(47 )w ere m a n u fa c tu rin g  v e n tu r e s '
L a s t ly ,  Ja p an ese  o v e rse a s  p r o j e c t s ,  p a r t i c u l a r l y  o v e rs e a s  
m a n u fa c tu r in g  p r o j e c t s ,  d i f f e r  from t h e i r  A m erican c o u n te r p a r ts  
in  being r e l a t i v e l y  sm a ll i n  s i z e .  A cco rd ing  to  th e  MITI su rv e y  
q u o te d  e a r l i e r ,  th e  av e ra g e  s iz e  o f  Ja p a n e se  in v e s tm e n t p r o j e c t s  
in  Taiwan was U .S . 295»000, w h ile  t h a t  o f  U .S . p r o j e c t s  in  
Taiwan was 1 ,773»OOo(4®), T h is  p a t t e r n  i s  r e p e a te d  in  a l l  th e  
o th e r  A sian  c o u n t r i e s  in  which Japan  h as  s u b s t a n t i a l  in v e s tm e n ts .  
Jap an ese  com panies a re  a ls o  l i k e l y  to  have s m a l le r  p e rc e n ta g e  
h o ld in g s  in  o v e rse a s  j o i n t  v e n tu re s  th a n  A m erican f i r m s ,  and 
o f te n  in d e e d  h o ld  a  m in o r i ty  o f  sh a re s  in  o v e rs e a s  m a n u fa c tu r in g  
p r o j e c t s .
From t h i s  summary o f  th e  c h a r a c t e r i s t i c s  o f  J a p a n e se  o v e r­
s e a s  in v e s tm e n t we can draw up an o u t l in e  o f  f o u r  " ty p ic a l"  
Jap an ese  m u l t in a t io n a l  com panies:
a )  The la r g e  g e n e ra l  t r a d in g  company, i n v e s t i n g  w id e ly  in  
com m erc ia l, m a n u fa c tu r in g  and r e s o u r c e - o r i e n ta t e d  p ro ­
j e c t s  in  a l l  p a r t s  o f  th e  w o rld .
b ) The la rg e  m a n u fa c tu rin g  f irm  p ro d u c in g  s ta n d a r d is e d  
ite m s  su ch  a s  t e x t i l e s ,  s t e e l  e t c . ,  and in v e s t in g  
h e a v i ly  i n  l e s s  developed  c o u n t r i e s .
c ) The la r g e  "brand-nam e" company p ro d u c in g  e l e c t r i c a l  
' a p p l ia n c e s ,  c a r s ,  m o to r -c y c le s ,  e t c .  T h is  company
ty p i c a l l y  h as  many s a le s  and s e r v ic in g  s u b s i d i a r i e s  
i n  d ev e lo p ed  c o u n t r i e s ,  and a  number o f  m a n u fa c tu r in g  
s u b s i d i a r i e s  th ro u g h o u t th e  w o rld , b u t  p re d o m in a n tly
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d) The sm all-to -m ed iu m  s iz e d  company w ith  one o r  two
m a n u fa c tu r in g  s u b s id ia r i e s  i n  l e s s  d ev e lo p ed  c o u n t r ie s  
( o f te n  i n  p a r tn e r s h ip  w ith  a n o th e r  J a p a n e se  f i r m ) .
I t  w i l l  be n o t ic e d  t h a t  one form o f  m u l t in a t io n a l  e n te r ­
p r i s e  i s  c o n s p ic u o u s ly  a b s e n t from  t h i s  l i s t :  th e  v e ry  la rg e  
o v e rse a s  re s o u rc e  e x p lo i t i n g  company on th e  p a t t e r n  o f  th e  U .S . 
and E uropean o i l  m a jo rs , A lco a , R io  T in to  Z inc e t c .  A lthough  
some Ja p a n e se  m in in g  com panies (n o ta b ly  N i t t e t s u  M in ing) have 
u n d e rta k e n  s u b s t a n t i a l  o v e rse a s  in v e s tm e n t, th e  r i s k s  and th e  
s c a le  o f  in v e s tm e n t have induced  Jap an ese  com panies to  adop t a 
c o l l a b o r a t iv e  ap p ro ach  to  o v e rse a s  re s o u rc e  d ev e lo p m en t. The 
m a jo r i ty  o f  such  p r o j e c t s  a r e  c a r r i e d  o u t by c o n s o r t i a  o f  com­
p a n ie s ,  u s u a l ly  in c lu d in g  one o r  more sogo sh o sh a  and  a  number 
o f  raw  m a te r ia l  u s e r s ^ ^ ^ ) .
The c o n ce p t o f  th e  la r g e  m u l t in a t io n a l  m a n u fa c tu r in g  com­
pany on th e  U .S . m odel p roduced  e x p la n a tio n s  o f o v e rs e a s  in v e s t ­
m ent in  te rm s o f  th e  o l i g o p o l i s t i c  s t r u c t u r e  o f  th e  home economy, 
th e  im p o rtan ce  o f  p ro d u c t d i f f e r e n t i a t i o n  and th e  n eed  to  " r id e "  
th e  p ro d u c t l i f e - c y c l e .  V/hat e x p la n a tio n s  can  we f in d  to  f i t  
th e  d iv e r s e  form s o f  Ja p a n e se  m u l t in a t io n a l  e n t e r p r i s e  o u t l in e d  
above? One p o in t  n eed s to  be made c l e a r  from  th e  o u t s e t .  I t  
m ig h t be th o u g h t t h a t  th e  p e c u l i a r i t i e s  o f  Ja p a n e se  o v e rs e a s  
m u l t in a t io n a l  com panies a r i s e  from J a p a n 's  r e l a t i v e l y  s h o r t  
e x p e r ie n c e  a s  a  l a r g e - s c a l e  o v e rse a s  i n v e s t o r ,  and  t h a t  Jap an  i s  
th e r e f o r e  a t  a  " p r im i t iv e "  s ta g e  o f  m u l t i n a t i o n a l i s a t i o n ,  one 
th ro u g h  w hich c o u n t r i e s  l i k e  th e  U n ite d  S ta t e s  have  a l r e a d y  
p a s s e d . But t h i s  i s  n o t  th e  c a se . W hether o r  n o t  J a p a n e se  m u l t i ­
n a t io n a l  com panies w i l l  ten d  to  converge w ith  th e  A m erican 
p a t t e r n  in  th e  f u tu r e  rem ain s  to  be s e e n , b u t  th e r e  i s  no ev id en ce
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to  s u g g e s t  th a t  U .S . o v e rs e a s  in v e s tm e n t a t  any s ta g e  o f  i t s  
d evelopm en t resem bled  th e  p re s e n t  s t r u c t u r e  o f  J a p a n e se  o v e rs e a s  
in v e s tm e n t^ ^ ^ ) .  The r o l e  o f  th e  g e n e ra l  t r a d in g  co m pan ies, th e  
r e l a t i v e  im p o rtan ce  o f  in v e s tm e n t in  l e s s  d ev eloped  c o u n t r i e s ,  
th e  l a r g e  number o f  o v e rs e a s  v e n tu re s  by sm a ll f irm s  -  a l l  th e se  
a r e  u n iq u e ly  Ja p a n e se .
N ex t i t  must be n o te d  t h a t ,  a lth o u g h  th e  r e l a t i v e  im p o rtan ce  
o f  o v e rs e a s  in v e s tm e n t i n  m a n u fa c tu r in g , i n  re s o u rc e  e x p l o i t a t i o n  
and  in  commerce and s e r v ic e  i n d u s t r i e s  h a s  v a r ie d  o v e r th e  y e a r s ,  
a l l  ty p e s  o f  f o r e ig n  in v e s tm e n t have e x p e rie n c e d  th e  same v e ry  
r a p id  in c r e a s e  s in c e  a b o u t 1966. In d e e d , s in c e  th e  b e g in n in g  o f  
th e  1 9 7 0 's  th e r e  h a s  been a  marked grow th  n o t  o n ly  o f  d i r e c t  
o v e rse a s  in v e s tm e n t ,  b u t a l s o  o f  lo a n s  and s e c u r i t y  in v e s tm e n t^ ^ ^ ^ , 
T h is  s u g g e s ts  t h a t  any e x p la n a t io n s  b ased  on , f o r  exam ple , manu­
f a c t u r i n g  in v e s tm e n t a lo n e  a r e  i n s u f f i c i e n t ,  and th a t  we m ust 
lo o k  f o r  th e  c a u s e s  o f  J a p a n ’s o v e rse a s  in v e s tm e n t in  th e  funda­
m en ta l c o n d i t io n s  o f  th e  J a p a n e se  economy i t s e l f .  The s t r u c t u r e  
o f  J a p a n 's  economy in  th e  1960' s  was one w hich was e x c e l l e n t l y  
d e s ig n e d  f o r  r a p id  econom ic g ro w th . I t s  p e c u l i a r i t i e s  in c lu d e d  
a  v e ry  h ig h  l e v e l  o f  p e r s o n a l  sa v in g s  and a  v e ry  h ig h  r a t i o  o f  
f ix e d  c a p i t a l  fo rm a tio n  to  GNP. By th e  second  h a l f  o f  th e  1 9 6 0 's ,  
how ever, t h i s  r a p id  grow th  had ru n  up a g a in s t  a  number o f con­
s t r a i n t s .  One o f  th e se  was th e  d ry in g  up o f  th e  "poo l"  o f  la b o u r  
w hich c o u ld  be r e c r u i t e d  from a g r i c u l tu r e  o r  lo w -p ro d u c tiv e  
in d u s t r i e s  i n to  th e  m odern, h ig h -p ro d u c t iv e  s e c t o r .  A lth o u g h  
th e  la b o u r  s h o r ta g e  cau sed  a r i s e  i n  w ages, th e  h ig h  p r o p e n s i ty  
tow ards sa v in g  w hich had been  b u i l t  in to  th e  sy stem  d u r in g  th e  
e a r l i e r  p h a se s  o f  r a p id  grow th  p e r s i s t e d ,  and th e  in c r e a s e  i n  
dom estic  consum ption  la g g e d  b eh in d  th e  r i s e  in  w ages. A second
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c o n s t r a i n t  was cau sed  by th e  grow ing s h o r ta g e  o f  i n d u s t r i a l
Ë i te s  and s o a r in g  la n d  p r i c e s .  A ss o c ia te d  w ith  t h i s  was a  r i s e
in  p u b lic  co n ce rn  o v e r p roblem s o f  p o l l u t i o n ,  w hich had become
in c r e a s in g ly  e v id e n t  as  one o f  th e  l e s s  d e s i r a b l e  s i d e - e f f e c t s
o f  J a p a n 's  "econom ic m ir a c le " .  T h is  le d  i n  1970 to  th e  p a s s in g
o f  a  s e r i e s  o f  law s g iv in g  Japan  " th e  w o r ld 's  m ost com plete
( 52)fram ework r e l a t i n g  to  en v iro n m e n ta l p r o t e c t i o n " '  , F i n a l l y ,  
J a p a n 's  econom ic su c c e s s  p roduced  ( a f t e r  1965) a  grow ing  b a la n c e  
o f  paym ents s u r p lu s .  T h is  had  two im p o r ta n t e f f e c t s .  One was a  
change i n  governm ent p o l ic y  away from  r e s t r i c t i o n  and  tow ards 
th e  p rom otion  o f  fo r e ig n  in v e s tm e n t. The o th e r  was th e  g row th  
o f  f o r e ig n  p r e s s u r e s  a g a in s t  th e  im p o rt o f  Jap an ese  g o o d s, w hich  
a l s o  gave some s tim u lu s  to  o v e rs e a s  in v e s tm e n t .  The s i t u a t i o n  in  
J ap an  d u r in g  th e  l a t e  1 9 6 0 's ,  and e a r l y  1 9 7 0 's ,  th e r e f o r e  
ap p ro x im ated  to  t h a t  w hich G ilp in  d e f in e s  a s  th e  f i r s t  p hase  o f  
o v e rse a s  in v e s tm e n t
"Owing to  i t s  te c h n o lo g ic a l  a d v an tag es  and i n d u s t r i a l  
e f f i c i e n c y ,  th e  c o r e 's  income r i s e s  r a p id l y .  T here  i s  
a  h ig h  l e v e l  o f  s a v in g s ,  w hich i s  n o t  a b so rb e d  domes­
t i c a l l y  in  consum ption  o r  in v e s tm e n t .  As th e  c o r e 's  
w e a lth  and s a v in g s  a c c u m u la te , c a p i t a l  i s  e x p o rte d  to  
th e  p e r ip h e ry  o f  th e  w orld economy. D uring  t h i s  p h a se , 
f o r e ig n  in v e s tm e n t i s  p r im a r i ly  a  fu n c t io n  o f  th e  
r e l a t i v e  econom ic s t r e n g th  o f  th e  c o r e " (5 3 ) .
( i t  sh o u ld  be n o te d  th a t  G i l p i n 's  u se  o f  th e  words "c o re "  and 
" p e r ip h e ry "  i s  d i f f e r e n t  from  t h a t  o f  developm ent eco n o m is ts  such  
a s  F rank  and A m in). In  th e  case  o f  Ja p a n , how ever, th e  sudden 
ex p an s io n  o f o v e rs e a s  in v e s tm e n t was n o t  m ere ly  a  consequence o f  
J a p a n 's  econom ic s u c c e s s ,  b u t  was s p e c i f i c a l l y  r e l a t e d  to  th e  
p roblem s o f  moving from  a p e r io d  o f  e x c e p t io n a l ly  r a p id  g row th  
to  a p e r io d  o f  s lo w e r g row th  a t  home.
T hese g e n e ra l  t r e n d s  i n  th e  Ja p a n e se  economy may be seen  
a s  e x p la n a tio n s  f o r  th e  f a c t  o f  J a p a n e se  o v e rs e a s  in v e s tm e n t in
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th e  l a t e  1 9 6 0 's  and 1970 's .. What rem a in s  to  be e x p la in e d  i s  th e  
form  and th e  lo c a t io n  o f  t h a t  in v e s tm e n t .  As f a r  a s  in v e s tm e n t 
i n  commerce and r e s o u rc e  developm ent a r e  c o n ce rn ed , th e  m o tiv es  
a r e  r e a d i ly  e x p l ic a b le .  In v es tm en t in  s a le s  and s e r v ic in g  sub­
s i d i a r i e s  can  be seen  a s  a  form o f  s a l e s  p ro m o tio n , d e s ig n e d  to  
s e c u re  an e v e r-e x p a n d in g  m arket f o r  in c r e a s in g ly  s o p h i s t i c a te d  
Ja p a n e se  m a n u fa c tu red  e x p o r ts .  The g row th  o f  in v e s tm e n t in  th e  
e x p l o i t a t i o n  o f  o v e rs e a s  raw  m a te r ia l  i s  even more s e l f - e x p l a n a to r y ,  
g iv e n  J a p a n 's  v e ry  heavy  dependence on im p o rts  o f  su ch  r e s o u rc e s .
The o i l  c r i s i s  o f  1973/74 i n  p a r t i c u l a r  em phasised  J a p a n 's  v u ln e r ­
a b i l i t y  i n  t h i s  a r e a  (Ja p a n  im p o rts  o v e r  9 9 0  o f  h e r  c ru d e  o i l  
consum ption) and le d  to  a  r a p id  r i s e  i n  th e  number o f  l a r g e -  
s c a l e  o v e rse a s  p r o j e c t s  aim ed a t  a c q u i r in g  autonom ous and  se c u re  
s u p p l ie s  o f  e n e r g y - r e la te d  raw m a te r ia l s  such a s  o i l ,  l i q u i f i e d  
n a t u r a l  g a s  (LNG) and u ran ium .
As f a r  a s  m a n u fa c tu r in g  in v e s tm e n t i s  c o n ce rn ed , th e  m o tiv es  
have been  r a t h e r  more com plex. One t r a d i t i o n a l  e x p la n a t io n  f o r  
U .S . o v e rse a s  in v e s tm e n t -  based  on th e  p ro d u c t l i f e  c y c le  -  
em phasised  th e  c o n n e c tio n  betw een o v e rse a s  in v e s tm e n t and  t r a d e ;
"To b e g in  w ith ,  U .S .- c o n t r o l l e d  e n t e r p r i s e s  g e n e ra te  new 
p ro d u c ts  and p ro c e s s e s  in  re sp o n se  to  h ig h  p e r  c a p i t a  
incom e and th e  r e l a t i v e  a v a i l a b i l i t y  o f  p ro d u c tiv e  f a c t o r s  
i n  th e  U n ite d  S t a t e s ;  th e y  in t ro d u c e  th e s e  new p ro d u c ts  o r  
p ro c e s s e s  ab ro a d  th ro u g h  e x p o r ts  ; when t h e i r  e x p o r t  p o s i­
t i o n  i s  th r e a te n e d  th e y  e s t a b l i s h  o v e rs e a s  s u b s i d i a r i e s  to  
e x p l o i t  what rem a in s  o f t h e i r  a d v a n ta g e ; th e y  r e t a i n  t h e i r  
o l i g o p o l i s t i c  ad v an tag e  f o r  a p e r io d  o f  t im e , th e n  lo s e  i t  
a s  th e  b a s i s  f o r  th e  o r ig i n a l  le a d  i s  c o m p le te ly  e r o d e d " ( 5 4 )
In  th e  l a t e r  s t a g e s ,  i t  i s  a rg u e d , o v e rs e a s  in v e s t in g  com­
p a n ie s  may seek  to  m a in ta in  t h e i r  ad v a n ta g e  e i t h e r  by im prov ing  
o r  p rom oting  t h e i r  p ro d u c t ,  o r  by moving p ro d u c tio n  to  a n o th e r ,  
lo w e r -c o s t  p ro d u c tio n  s i t e  which w i l l  th e n  se rv e  a s  a  b a se  f o r
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e x p o r ts  to  t h i r d  m arke ts  o r  even back  to  th e  U n ite d  S t a t e s .  
E v e n tu a lly ,  th e y  w i l l  b u i ld  up an  e n t i r e  n e tw o rk  o f o v e rs e a s  p ro ­
ducing  s u b s i d i a r i e s ,  and so  advance to  a  h ig h e r  s ta g e  o f  th e  
m u l t in a t io n a l  p ro c e s s .  A com parison  w ith  t h i s  model h e lp s  to  
in d i c a te  b o th  th e  s i m i l a r i t i e s  and  th e  d i f f e r e n c e s  o f  J a p a n 's  
s t r a t e g y  o f  o v e rs e a s  m a n u fa c tu rin g  in v e s tm e n t. The g e o g ra p h ic a l  
p a t te r n  o f  Jap an ese  m a n u fa c tu rin g  in v e s tm e n t i s  v e ry  c lo s e ly  
r e l a t e d  to  th e  p a t t e r n  o f  J a p a n 's  e x p o r t t r a d e  in  th e  1 9 5 0 's  and 
e a r ly  I960*s .  D uring  t h i s  p e r io d  J a p a n 's  ad v an tag e  a s  an  
e x p o r te r  o f  m an u fac tu red  goods a r o s e ,  n o t  from  any  p o s i t i o n  o f  
te c h n o lo g ic a l  l e a d e r s h ip ,  b u t  from an in te rm e d ia te  s t a t u s  w hich 
en ab led  Ja p a n  to  p roduce re a so n a b ly  h ig h  q u a l i t y  goods a t  a 
r e l a t i v e l y  low p r i c e .  These goods c o n s is te d  p r i n c i p a l l y  o f  
househo ld  e l e c t r i c a l  a p p l ia n c e s  e t c . ,  b a se d  on U .S . te c h n o lo g y , 
w hich w ere e x p o rte d  to  developed  c o u n t r i e s , and  s ta n d a r d i s e d  
m an u fac tu red  p ro d u c ts  such  as t e x t i l e s ,  cem ent and s t e e l ,  w hich  
w ere e x p o r te d  to  th e  l e s s  dev e lo p ed  c o u n t r i e s  p a r t i c u l a r l y  i n  
E a s t  and  S o u th e a s t A sia . As tim e went on , Ja p a n e se  m a n u fa c tu re rs  
developed  c e r t a i n  ty p e s  o f  p ro d u c t ( c a r s ,  m o to r -c y c le s ,  t e l e v i s i o n  
tu b e s ,  c a l c u l a to r s  e t c . )  to  a d eg ree  o f  s o p h i s t i c a t i o n  w hich 
exceeded  t h a t  o f  t h e i r  A m erican o r i g i n a l s ,  and t h i s  l a i d  the  
fo u n d a tio n  f o r  in v e s tm e n t in  developed  c o u n t r i e s ,  v e ry  much a lo n g  
th e  l i n e s  o f  V e rn o n 's  model quo ted  ab o v e . B ut w hat c o n c e rn s  us 
more h e re  i s  th e  c a se  o f  in v e s tm e n t in  l e s s  developed  c o u n t r i e s .  
H ere J a p a n 's  e x p o r t m arket began to  be e ro d ed  by th e  p o l i c i e s  o f 
i n d u s t r i a l i s a t i o n  in tro d u c e d  by c e r t a i n  c o u n t r i e s .  These p o l i c i e s  
w ere f o r  th e  m ost p a r t  im p o r t - s u b s t i tu t io n  p o l i c i e s  aim ed a t  
p r e c i s e ly  th o se  b a s ic  m anufactu red  goods w hich form ed th e  m ain­
s ta y  o f  Ja p a n e se  e x p o r ts .  The t h r e a t  to  J a p a n 's  e x p o rt m a rk e ts
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prom pted th e  f i r s t  flow  o f  J a p a n e se  m a n u fa c tu r in g  in v e s tm e n t 
( p a r t i c u l a r l y  in  t e x t i l e s )  in to  c o u n t r i e s  su ch  a s  Hong Kong, 
Taiwan and Korea w ith  w hich Jap an  had h i s t o r i c a l  and c u l t u r a l  
c o n n e c tio n s  a s  w e ll  a s  v e ry  c lo s e  t r a d e  l i n k s .  The e a r l i e s t  
Jap an ese  in v e s to r s  e n jo y e d  c o n s id e ra b le  ad v a n ta g e s  from t h e i r  
s t a t u s  a s  p io n e e rs  in  a  new and ex pand ing  f i e l d ,  b u t th e s e  
ad v a n ta g e s  w ere r a p id ly  underm ined  by th e  g row th  o f  c o m p e tit io n  
from  o th e r  f o r e ig n  in v e s to r s  and to  some e x te n t  from  d o m e stic  
r i v a l s .  In  re s p o n s e , Ja p a n e se  com panies a d o p te d  two s t r a t e g i e s ;  
one Was th e  developm ent o f  more s o p h i s t i c a t e d ,  e x p o r t - o r i e n ta t e d  
p r o je c t s  in  th e  same E a s t  A sian  h o s t  c o u n t r i e s ;  th e  o th e r  was 
th e  grow th o f  im p o r t - s u b s t i tu t in g  in v e s tm e n t in  o th e r  a r e a s  o f
(55  )A s ia ,  n o ta b ly  T h a ila n d , In d o n e s ia  and th e  P h i l i p p in e s '
More r e c e n t ly  th e  in v e s tm e n t s t r a t e g y  h as  been  ta k e n  one 
s t e p  f u r th e r  a s  J a p a n e se  in v e s tm e n t in  E a s t and S o u th e a s t A sia  
h a s  moved in c r e a s in g ly  tow ards h eav y  in d u s t r y  (n o ta b ly  s t e e l ,  
s h ip - b u i ld in g  and  p e t r o - c h e m ic a ls ) , and Ja p a n e se  in v e s to r s  in  
low-wage c o u n t r ie s  such  a s  In d o n e s ia  and  th e  P h i l ip p in e s  have 
begun to  tu rn  t h e i r  a t t e n t i o n  from  im p o r t - s u b s t i tu t io n  tow ards 
e x p o r t - o r i e n ta t e d  p ro je c ts ^ ^ ^ ^ .  The p a t t e r n  o f  developm ent o f  
J a p a n 's  o v e rs e a s  in v e s tm e n t so f a r  th e r e f o r e  b e a r s  some 
resem b lan ce  to  t h a t  o f  th e  p ro d u c t l i f e  c y c le  m odel o u t l in e d  
above . But i n  th e  ca se  o f  Ja p a n e se  in d u s t r y  i t  h as  n o t  been a  
m icro-econom ic p ro d u c t l i f e  c y c le  b ased  on th e  p a te n te d  know-how 
o f  in d iv id u a l  f i r m s ,  b u t  r a th e r  a  m acro-econom ic c y c le  in v o lv in g  
th e  movement ab ro a d  o f whole s e c to r s  o f  i n d u s t r i a l  a c t i v i t y .
The p ro c e s s  a p p e a rs  to  have begun a lm o s t h a p h a z a rd ly , a s  th e  
sp o n tan eo u s re sp o n se  o f  Jap an ese  com panies to  th e  t h r e a t  o f  l o s s  
o f  m ark e ts  and r i s i n g  o v e rse a s  c o m p e ti t io n , b u t i t  h a s  come to
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be a  c l e a r l y  a r t i c u l a t e d  s t r a t e g y ,  s t r o n g ly  en co u rag ed  by 
g o v ern m en ta l and  sem i-g o v em m en ta l b o d ie s .  The aim  o f  t h i s  
s t r a t e g y  i s  th e  t r a n s f e r  o f  l e s s  s o p h i s t i c a te d  m a n u fa c tu r in g  
p ro c e s s e s  to  l e s s  dev e lo p ed  c o u n t r i e s ,  and th e  s im u lta n e o u s  
r e - o r i e n t a t i o n  o f  th e  dom estic  economy tow ards more advanced 
" k n o w le d g e - in te n s iv e "  i n d u s t r i e s .
" In  th e  case  o f  Ja p a n e se  c o r p o r a t io n s ,  o v e rs e a s  i n v e s t ­
m ents were i n i t i a l l y  made in  such  im p o r t - s u b s t i tu t in g  
consum er goods i n d u s t r i e s  a s  t e x t i l e s  and  su n d ry  goods 
f o r  w hich r e c i p i e n t  c o u n t r ie s  o f f e r e d  r e l a t i v e l y  easy  
a c c e s s .  They c o n t r ib u te d  to  th e  econom ic developm ent 
o f  th e  r e c i p i e n t  c o u n t r i e s ,  on th e  one h an d , and to  th e  
s o p h i s t i c a t i o n  o f  o u r i n d u s t r i a l  s t r u c t u r e  on th e  o th e r .
In  th e  case  o f  o v e rse a s  in v e s tm e n ts  f o r  t e x t i l e  m i l l s ,  
f o r  in s t a n c e ,  th e r e  i s  a view  th a t  th e y  a re  u n d e s i r a b le  in  
t h a t  th e y  te n d  to  a c c e l e r a t e  th e  grow th  o f  im p o r t-  
s u b s t i t u t i n g  in d u s t r i e s  in  th e  r e c i p i e n t  c o u n t r i e s  and 
th e r e f o r e  d e p r iv e  dom estic  m i l l s  o f t h e i r  e x p o r t  m a rk e t. 
However, such  i n d u s t r i e s  a re  bound to  grow in  d e v e lo p in g  
c o u n t r i e s  anyway. M oreover, th e  ex p an d in g  t e x t i l e  
i n d u s t r i e s  in  d e v e lo p in g  c o u n t r ie s  w i l l  e v e n tu a l ly  
t r a n s l a t e  i n t o  in c re a s e d  e x p o r ts  o f  J a p a n e se  t e x t i l e  
m ach inery  and  th u s  p la y  a s i g n i f i c a n t  r o l e  in  th e  
im provem ent o f  t h i s  c o u n t r y 's  i n d u s t r i a l  s t r u c t u r e " '
"As p a r t  o f  th e  s w itc h  o f th e  i n d u s t r i a l  s t r u c t u r e  a t  an 
i n t e r n a t i o n a l  l e v e l  f o r  th e  pu rpose  o f  th e  fo rm a tio n  o f  
th e  new i n t e r n a t i o n a l  econom ic sy stem , J a p a n 's  own 
i n d u s t r i a l  s t r u c t u r e  sh o u ld  be s w itc h e d . In  v iew  o f  th e  
i n e v i t a b l e  t r a n s f e r  o f  la b o u r  in te n s iv e  o r  low v a lu e  added  
i n d u s t r i e s  to  th e  d e v e lo p in g  c o u n t r i e s ,  d o m estic  " lo w er 
i n d u s t r i e s "  sh o u ld  be s h i f t e d  to  th e  "u p p e r  i n d u s t r i e s "  
o r  c o n t r a c te d  by s ta g e .  For t h i s  p u rp o se , i t  i s  im p o rta n t 
to  p ro v id e  lo n g -te rm  fu n d s f o r  b u s in e s s  s w itc h o v e r  a t  
low i n t e r e s t s  and f i n a n c i a l  in c e n t iv e s  f o r  c e s s a t io n  o f  
d e s ig n a te d  b u s in e s s ,  and s e t  up th e  system  to  p ro v id e  
com panies d e s iro u s  o f o v e rse a s  o p e ra t io n  w ith  in fo rm a tio n  
and g u id an ce  on lo c a l  c o n d i t io n s " (5 8 ) .
T h is  s t r a t e g y  h as  n o t on ly  been  s t r o n g ly  s u p p o r te d  by th e
Ja p a n e se  governm en t, b u t h as  a ls o  been  p u t fo rw a rd  a t  th e
t h e o r e t i c a l  l e v e l  a s  an  a l t e r n a t i v e  to  th e  U .S . m odel o f  m u l t i -
( 59)n a t io n a l  in v e s tm e n t by econom ists  such  a s  Kojima K iy o s h i '
M ost p u b lic  s ta te m e n ts  on t h i s  in v e s tm e n t s t r a t e g y ,  how ever, 
f a i l  to  come to  g r ip s  w ith  th e  fundam en ta l dilemm a o f w h e th e r  th e
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i n t e r n a t i o n a l  d iv i s io n  o f  la b o u r  w hich i t  se e k s  to  prom ote i s  to  
be a  v e r t i c a l  o r  a h o r iz o n ta l  one. The s ta te m e n ts  q u o ted  above 
w ould seem to  su g g e s t a v e r t i c a l  d iv i s io n  o f  la b o u r ,  by w hich 
Ja p a n , w h ile  t r a n s f e r r i n g  l e s s  advanced  form s o f  in d u s t r y  to  h e r  
A sian  n e ig h b o u rs , would rem ain  p e r p e tu a l ly  "one s te p  ahead" in  
te rm s o f  econom ic and te c h n o lo g ic a l  d ev e lopm en t. I f  t h i s  i s  
s u c c e s s f u l  i t  may encourage th e  q u a n t i t a t i v e  g row th  o f  GNP in  
th e  l e s s  dev e lo p ed  r e g io n s  o f  A s ia ,  b u t i s  l i k e l y  to  be view ed 
by p o l i t i c a l  l e a d e r s  in  th e  h o s t  n a t io n s  a s  a  p e r p e tu a t io n  o f  th e  
dependence and u n eq u a l s p e c i a l i s a t i o n  w hich has c h a r a c te r i s e d  
t h e i r  c o u n t r i e s '  econom ic r e l a t i o n s  w ith  Jap an  in  th e  p a s t .  F o r  
t h i s  re a so n  such  a f o r e ig n  in v e s tm e n t s t r a t e g y  i s  u n l i k e ly  to  
a c h ie v e  i t s  supposed  in t e n t i o n  o f  c o n t r ib u t in g  to  a  s o lu t io n  o f  
th e  N o rth -S o u th  p rob lem . On th e  o th e r  h an d , i t  may be a rg u ed  
t h a t  Japan  i s  u n l ik e ly  to  be a b le  to  r e s t r u c t u r e  h e r  d o m estic  
economy r a p id ly  enough to  m a in ta in  h e r  le a d  o v e r o th e r  in d u s ­
t r i a l i s i n g  A sian  n a t io n s .  In  t h a t  c a s e ,  th e  t r a n s f e r  o f  i n v e s t ­
m ent in  b a s ic  m a n u fa c tu r in g  p ro c e s s e s  from  Jap an  to  E a s t  and 
S o u th e a s t A s ia  m igh t be se e n  a s  h e lp in g  to  p roduce a  more e q u a l 
i n t e r n a t i o n a l  d i s t r i b u t i o n  o f  i n d u s t r i a l i s a t i o n .  But th e  r e a c t io n s  
o f  Jap an ese  in d u s t r y  to  th e  c h a l le n g e s  w hich have em erged so f a r ,  
n o ta b ly  from  Sou th  K orean t e x t i l e s ,  s t e e l  and  s h ip - b u i ld in g ,  
s u g g e s t t h a t  t h i s  was n o t  th e  i n t e n t io n  b eh in d  th e  r e c e n t  grow th 
o f  f o r e ig n  in v e s tm e n t. In  th e  ca se  o f  In d o n e s ia ,  a s  we s h a l l  
s e e ,  Jap an ese  in v e s tm e n t h as  so  f a r  shown few s ig n s  o f  c a u s in g  
any  r e a l  n a rro w in g  o f  th e  econom ic gap betw een th e  two n a t io n s .
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Jap an ese  In v e s tm e n t P r o je c t s  in  In d o n e s ia
The f i r s t  p r o j e c t s  u n d e rta k e n  by Jap an ese  com panies in  
In d o n e s ia  in  th e  p o s t-w a r  p e r io d  w ere n o t  in v e s tm e n t p r o je c t s  
b u t  w ere p a r t  o f th e  r e p a r a t io n s  ag reem en t betw een Jap an  and 
In d o n e s ia  w hich had been  s ig n e d  i n  1958. T h is  ag reem en t s t i p u l a t e d  
t h a t  Jap an  would pay 2 23 ,080 ,000  r e p a r a t io n s  o v e r tw elv e  y e a r s ,  
and  would a l s o  p ro v id e  0  400 ,0 0 0 ,0 0 0  c r e d i t  f o r  In d o n e s ia n  
econom ic developm ent. The r e p a r a t io n s  fu n d s , how ever, w ere to  
be sp e n t on developm ent p r o je c t s  f o r  w hich Ja p a n e se  com panies 
w ere to  a c t  a s  c o n t r a c to r s .  These p r o j e c t s  in c lu d e d  th e  c o n s tru c ­
t i o n  o f  th e  K aran k a tes  Dam in  E a s t Jav a  by th e  Ja p a n e se  f irm s  
N ippon K oei and K ajim a C o n s tru c t io n  and o f  th r e e  h o te l s  in  Jav a  
and  B a li  by a  co n so rtiu m  o f  f irm s  in c lu d in g  K L nosh ita  Sansho.
The r e p a r a t io n s  p r o j e c t s  th e r e f o r e  p ro v id e d  a  num ber o f  Jap an ese  
f i rm s  w ith  an  o p p o r tu n i ty  to  g a in  e x p e r ie n c e  o f  w ork ing  i n  
In d o n e s ia  and to  e s t a b l i s h  c o n ta c ts  i n  In d o n e s ia  b u s in e s s  and 
p o l i t i c a l  c i r c l e s .  They a l s o  (a s  N is h ih a ra  h a s  shown' 
s t im u la te d  th e  grow th o f  t r a d e  betw een  Jap an  and In d o n e s ia .  In  
some c a s e s  r e p a r a t io n s  p r o je c t s  le d  d i r e c t l y  to  in v e s tm e n t. The 
c o n s t r u c t io n  o f  th e  Wisma N u sa n ta ra  o f f i c e  b lo c k  i n  c e n t r a l  
J a k a r t a ,  f o r  exam ple, r a n  o u t o f  fu n d s  and was e v e n tu a l ly  ta k en  
o v e r  a s  a  p r iv a te  in v e s tm e n t p r o je c t  by M its u i B ussan . In  more 
g e n e ra l  te rm s i t  seems c l e a r  t h a t  th e  r e p a r a t io n s  ag reem en t 
h e lp e d  to  open th e  way f o r  th e  e a r l i e s t  Ja p an ese  in v e s tm e n t 
v e n tu re s  i n  p o s t-w a r  In d o n e s ia .  Of th e  tw e n ty -n in e  com panies 
w hich a c te d  a s  c o n t r a c to r s  in  m ajo r r e p a r a t io n s  p r o j e c t s ,  
f o u r te e n  had u n d e rta k e n  p r iv a te  in v e s tm e n ts  in  In d o n e s ia  by
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U n ti l  1965 th e  g row th  o f J a p a n e se  p r iv a t e  in v e s tm e n t in  
In d o n e s ia  was s lo w . T h is  was r e l a t e d  b o th  to  c o n d i t io n s  w ith in  
th e  Jap an ese  economy, where th e  p r e s s u r e s  f o r  o v e rs e a s  in v e s t ­
m ent were o n ly  j u s t  b e g in n in g  to  b u i ld  up by th e  in id -6 0 * s, and 
to  th e  econom ic and p o l i t i c a l  s i t u a t i o n  in  I n d o n e s ia .  The S ukarno  
governm ent was i n  g e n e ra l  h o s t i l e  to  f o r e ig n  in v e s tm e n t ,  w hich 
was seen  a s  p e r p e tu a t in g  In d o n e s ia ’ s c o lo n ia l  s u b ju g a t io n  to  th e  
W est. Alm ost a l l  m a jo r w es te rn  in v e s tm e n t p r o j e c t s  were n a t io n a l i s e d  
d u r in g  th e  l a t e  1950’ s and e a r ly  I9 6 0 's .  S u k a rn o ’s a t t i t u d e  
tow ards Jap an  was more f a v o u ra b le ,  p a r t l y  b e c a u se  o f  h i s  
r e l a t i v e l y  good r e l a t i o n s  w ith  th e  Jap an ese  o c c u p a tio n  f o r c e s  
d u r in g  th e  War, and p a r t l y  because  he view ed Ja p a n e se  a i d  and 
in v e s tm e n t a s  a  p o s s ib le  c o u n te r -b a la n c e  to  th e  econom ic in f lu e n c e  
o f  th e  W est. However, s u s p ic io n  o f  le f t - w in g  te n d e n c ie s  in  th e  
Sukarno reg im e , and o f  g e n e ra l  p o l i t i c a l  i n s t a b i l i t y  in  In d o n e s ia ,  
made Jap an ese  b u s in e s s  i n t e r e s t s  c a u t io u s  o f l a r g e - s c a l e  econom ic 
in v o lv em en t i n  In d o n e s ia  d u rin g  t h i s  p e r io d .
The m ost s i g n i f i c a n t  in v e s tm e n t p r o je c t  o f  th e  e a r ly  1960’ s 
was th e  N orth  Sum atra O il  Developm ent Company (NOSODECO), c r e a te d  
i n  June  1960 to  d ev e lo p  fo rm er Royal D utch  S h e l l  o i l  f i e l d s  i n  
S um atra . T h is  was a  p ro d u c t io n - s h a r in g  v e n tu r e ,  a  form  o f  
re s o u rc e  developm ent p r o je c t  which h a s  s in c e  become s ta n d a rd  
p r a c t i c e  f o r  fo r e ig n  in v e s tm e n t in  In d o n e s ia n  o i l .  U nder th e  
p r o d u c t io n - s h a r in g  c o n t r a c t  th e  governm ent-ow ned o i l  company 
PERMINA ( l a t e r  to  become PERTAI-IINa) r e t a in e d  th e  s o le  r i g h t  to  
c o n t r o l  o i l  and gas u n d e r ta k in g s . The Jap an ese  s id e ,  c o n s i s t i n g  
o f  a  co n so rtiu m  o f com panies w ith  s t r o n g  f i n a n c i a l  b ack in g  from  
th e  Jap an ese  EXBi Bank, w ere o f f i c i a l l y  c o n t r a c to r s  i n  a  te n -  
y e a r  p r o j e c t .  They w ere to  p ro v id e  f in a n c e  (some jè 52 m i l l io n )
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and te c h n ic a l  a s s i s t a n c e  f o r  o i l  developm ent and i n  r e tu r n  were
to  r e c e iv e  f o r ty  p e r  c e n t o f  th e  r e s u l t i n g  in c r e a s e  i n  p ro d u c tio n .
The p r o je c t  was o f  some im p o rtan ce  from  th e  Ja p a n e se  p o in t  o f
view  becau se  i t  was one o f th e  e a r l i e s t  Jap an ese  o v e rs e a s  o i l
( 62)v e n tu re s  i n  th e  p o s t-w a r  p e r io d ' ' .  Seven o th e r  p ro d u c t io n -
s h a r in g  p r o j e c t s  in  n i c k e l ,  t im b e r , s u g a r  and p e a r l ,  p ro d u c tio n
w ere p lan n ed  o r  s e t  up d u r in g  th e  Sukarno  p e r io d .  One f u r t h e r
Ja p a n e se  v e n tu re  w hich sh o u ld  be m en tio n ed  in  t h i s  c o n te x t  was
th e  Bank P e rd a n ia ,  a  p r iv a t e  bank e s t a b l i s h e d  i n  c o l la b o r a t io n
w ith  In d o n e s ia n  businessm en  by th e  Daiwa Bank and I s h ih a r a  Sangyo,
w hich , i t  w i l l  be rem em bered, had m a jo r econom ic i n t e r e s t s  in
( A? ')
S o u th e a s t  A sia  d u r in g  th e  p re -w ar p e r io d  . In  g e n e r a l ,  how ever, 
th e  u n c e r t a in  in v e s tm e n t c l im a te ,  th e  h ig h  c o s t  o f  re s o u rc e  
developm ent p r o j e c t s ,  la c k  o f  Ja p a n e se  e x p e r t i s e  and  prob lem s o f 
c o r r u p t io n  and  m a la d m in is tra t io n  ham pered th e  grow th  o f  Ja p an ese  
in v e s tm e n t i n  In d o n e s ia  i n  t h i s  p e r io d .  Of th e  e ig h t  p ro d u c tio n -  
s h a r in g  p r o je c t s  p la n n ed  b e fo re  1965» o n ly  th r e e  w ere in  o p e ra t io n  
by th e  l a t e  1 9 6 0 * s ^ ^ ^ \
In  th e  autumn o f  1965, a f t e r  an  a b o r t iv e  coup by l e f t - w in g  
e lem en ts  i n  th e  arm ed f o r c e s ,  de f a c to  power in  In d o n e s ia  was 
s e iz e d  by a  g roup  o f  army o f f i c e r s  and p o l i t i c i a n s  headed by 
M aj. Gen. S u h a r to . A lthough  Sukarno rem ained  th e  nom inal head  
o f  s t a t e  u n t i l  1967, a  v io le n t  purge o f  th o s e  s u sp e c te d  o f l e f t -  
w ing a f f i l i a t i o n s  to o k  p la c e ,  and th e  p o l i t i c a l  and economic 
p o l i c i e s  p u rsu ed  by Sukarno d u rin g  th e  y e a rs  o f  G uided Democracy 
w ere re v e rs e d ^ ^ ^ ^ . In s te a d  o f  s e e k in g  to  a s s e r t  independence  
from  th e  econom ic in f lu e n c e  o f  th e  W est, In d o n e s ia  was now to  
p u rsu e  a  p o l i c y  o f  economic developm ent b a sed  on w este rn  a id  and  
in v e s tm e n t .  To t h i s  end , a f o r e ig n  in v e s tm e n t law  was p assed  i n
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1967 p ro v id in g  a t t r a c t i v e  ta x  in c e n t iv e s  f o r  f o r e ig n  i n v e s t o r s .
A t th e  same tim e th e  In te r -G o v e m m e n ta l Group on In d o n e s ia  (IGGI) 
was s e t  up to  p ro v id e  econom ic su p p o rt from  th e  m a jo r w e s te rn  
n a t io n s  ( in c lu d in g  Jap an ) f o r . t h e  S u h arto  re g im e ’s  developm ent 
p la n s .
The e f f e c t  o f  t h i s  p o l i t i c a l  r e - o r i e n t a t i o n  upon J a p a n 's  
in v e s tm e n t in  In d o n e s ia  was d e c i s iv e .  Between 1969 and 1972 
J a p a n 's  cu m u la tiv e  d i r e c t  in v e s tm e n ts  i n  In d o n e s ia  r o s e  from  
^  194 m i l l io n  to  ^  474 m i l l io n .  T h is  c o in c id e d  w ith  a  r a p id  
i n f l u x  o f  f o r e ig n  c a p i t a l  from  o th e r  n a t io n s  ( p a r t i c u l a r l y  th e  
U n ite d  S ta t e s )  i n t o  In d o n e s ia .  D uring  t h i s  phase  Ja p a n e se  
in v e s tm e n t was p r i n c i p a l l y  in  m a n u fa c tu r in g , and  c o n s i s te d  m ain ly  
o f  r e l a t i v e l y  s m a l l - s c a le  j o i n t  v e n tu r e s .  A t y p i c a l  exam ple i s  
p ro v id e d  by th e  ca se  o f  P .T . I ro n  W ire Works I n d o n e s ia ,  a  j o i n t  
v e n tu re  s e t  up in  1972 to  produce n a i l  w ire .  The p r o j e c t  h as  
two Ja p an ese  p a r tn e r s  -  th e  t r a d in g  f i rm  N issh o  Iw ai and  th e  
m a n u fa c tu r in g  f irm  Kasuga Kogyo. The h o s t - c o u n t ry  p a r tn e r  i s  a 
C h in e se - ln d o n e s ia n  f irm  w hich h o ld s  40^ e q u i ty  i n  th e  v e n tu re .
The t o t a l  p a id -u p  c a p i t a l  o f  th e  p r o j e c t  i s  j u s t  jé 1 m i l l i o n ^ ^ ^ \  
T e x t i l e  p ro d u c tio n  p ro v id e d  th e  l a r g e s t  f i e l d  f o r  J a p a n e s e  in v e s t ­
m ent in  t h i s  p e r io d ,  and h e re  th e re  were some b ig g e r  p r o j e c t s
su c h  a s  th e  two i n t e g r a t e d  s y n th e t ic  t e x t i l e  p l a n t s  s e t  up in
( 67 )1971 by th e  m ajo r m u l t in a t io n a l  c o n c e rn s  T e i j i n  and T o ra y '
R e s o u rc e -o r ie n ta te d  in v e s tm e n t i n  th e  l a t e  1 5 6 0 's  and 
e a r l y  1 9 7 0 's  was f o r  th e  m ost p a r t  r e s t r i c t e d  to  tim b e r  and 
f i s h e r i e s .  By th e  end o f 1971 Jap an ese  com panies had in v e s te d  
^  40 m i l l io n  in  th e  developm ent o f  th e  J a t i b a r a n  o i l  f i e l d  o f f  
W est J a v a ,  and had jo in e d  w ith  U .S . o i l  com panies i n  th r e e  o th e r  
m a jo r o i l  p r o j e c t s .  T here were a l s o  two Japanese-ow ned  o i l
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t r a d in g  com panies -  P a r  E a s t  O il  ( s e t  up i n  1965) and Ja p a n  
In d o n e s ia  O il  (1972) h a n d lin g  In d o n e s ia n  o i l  e x p o r ts  to  J a p a n ^ ^ ^ \  
B u t, la c k in g  e x p e r ie n c e  in  t h i s  f i e l d  and w ith o u t a  p o w erfu l 
o i l  company, Jap an  f e l l  f a r  b eh in d  th e  U n ite d  S t a t e s  i n  o i l  
in v e s tm e n t .  A s im i l a r  s i t u a t i o n  p r e v a i le d  a s  f a r  a s  o th e r  
m in e ra l r e s o u rc e s  were co n ce rn ed , and  d e s p i t e  Ja p a n e se  i n d u s t r y 's  
enormous demand f o r  raw  m a te r i a l s ,  th e  m ost lu c r a t i v e  and  
a c c e s s ib le  o f  I n d o n e s ia 's  r e s o u rc e s  came u n d e r  th e  c o n t r o l  o f  
U .S . m u l t in a t io n a l s  such a s  F re e p o r t  S u lp h u r  (c o p p e r)  and A lcoa 
(b a .u x ite ) .
J a p a n e se  in v e s tm e n t i n  In d o n e s ia  c o n tin u e d  to  in c r e a s e  
r a p id ly  th ro u g h o u t th e  m id -1 9 7 0 's  and by  S ep tem ber 1977 had 
re a c h e d  a  t o t a l  o f  o v e r ^  3 b i l l i o n .  T h is  means t h a t  Jap an  now 
a p p e a rs  in  In d o n e s ia n  governm ent s t a t i s t i c s  a s  th e  l a r g e s t  
f o r e ig n  in v e s to r  in  In d o n e s ia . Such s t a t i s t i c s  a r e  somewhat 
m is le a d in g ,  f i r s t l y  because  th e y  ex c lu d e  th e  o i l  s e c t o r ,  i n  
w hich th e r e  h a s  been  s u b s t a n t i a l  A m erican in v e s tm e n t ,  and  se c o n d ly  
b eca u se  th e y  a r e  g iv e n  on an  a p p ro v a l b a s is  and th e r e f o r e  
r e p r e s e n t  f o r e c a s t s  o f f u tu r e  in v e s tm e n t r a t h e r  th a n  th e  a c t u a l  
c u r r e n t  s i t u a t i o n .  M ost e s t im a te s  s u g g e s t t h a t  U .S . com panies 
a r e  s t i l l  r e s p o n s ib le  f o r  th e  l a r g e s t  sh a re  o f  e x i s t i n g  in v e s t ­
m ents i n  In d o n e s ia ^ ^ ^ ) .  The governm ent f i g u r e s ,  how ever, 
em phasise  two im p o rta n t f a c t s .  One i s  t h a t  J a p a n e s e  in v e s tm e n t 
h a s  been assum ing  an in c r e a s in g ly  im p o r ta n t r o l e  in  th e  In d o n e s ia n  
economy and i s  l i k e l y  to  exceed in v e s tm e n t by o th e r  developed  
c o u n t r i e s  i n  th e  n e a r  f u tu r e .  The second  i s  t h a t  Jap an ese  
com panies have been  re s p o n s ib le  f o r  by f a r  th e  l a r g e s t  sh a re  o f  
f o r e ig n  in v e s tm e n t in  th e  m a n u fa c tu r in g  s e c t o r ,  w hich  i s  o f  
p a r t i c u l a r  im p o rta n c e  to  th e  In d o n e s ia n  g o v e rn m e n t's  developm ent 
p l a n s .
125
A lthough  th e  t o t a l  o u tflo w  o f  Jap an ese  d i r e c t  in v e s tm e n t 
d e c re a se d  s h a rp ly  in  th e  wake o f  th e  1973/74 o i l  c r i s i s ,  i n v e s t ­
ment in  In d o n e s ia  c o n tin u e d  to  r i s e  (s e e  T ab le  2 , 7 ) .  From 1974 
onw ards, how ever, th e  g r e a t e s t  in c re a s e  was i n  r e s o u r c e - o r i e n t a te d  
in v e s tm e n t ( s e e  T ab le  2 .8 ) .  The m ost n o ta b le  c a se  was th e  
Asahan p r o j e c t .  P .T . In d o n e s ia  Asahan was s e t  up i n  1976 w ith  
f in a n c e  from tw elve  Jap an ese  t r a d in g  and alum inium  s m e lt in g  f irm s  
and l a r g e - s c a l e  s u p p o r t from th e  Jap an ese  gov ern m en t. The p ro ­
j e c t  in v o lv e s  th e  c o n s tr u c t io n  o f  two h y d r o - e le c t r i c  power 
s t a t i o n s  and  an alum inium  s m e l te r  on th e  R iv e r  A sahan in  N o rth  
S um atra . The schem e, which i s  re g a rd e d  by th e  S u h a rto  governm ent 
a s  th e  key  to  an a m b itio u s  r e g io n a l  developm ent programm e, was 
o r i g i n a l l y  e x p e c te d  to  c o s t  some /  800 m i l l i o n ,  b u t by th e  
b e g in n in g  o f  1979 th e  c o s t  e s t im a te  had r i s e n  to  a lm o s t /  2 b i l l i o n ,  
90^ o f w hich i s  to  be f in a n c e d  from  Jap an ^ ^^ ^ . O th e r  m ajor 
v e n tu re s  i n to  r e s o u rc e  p ro d u c tio n  in c lu d e d  a  p ro d u c t io n - s h a r in g  
a rran g em en t betw een  PERTAI'IINA and th e  Jap an ese  o i l  company 
T eikoku O i l ,  s ig n e d  in  1978, and lo a n s  o f  o v e r  /  1 .4  b i l l i o n
p ro v id e d  by Ja p a n e se  p r iv a te  com panies and governm ent a g e n c ie s
(71 )f o r  th e  p ro d u c tio n  o f  In d o n e s ia n  IIJG' ,
As f a r  a s  m a n u fa c tu rin g  in v e s tm en t i s  c o n c e rn e d , th e  
p e r io d  s in c e  1974 h as  se e n  a tr e n d  away from  l i g h t  i n d u s t r i e s  
su ch  a s  t e x t i l e s  and  to w ards th e  p ro d u c tio n  o f  c h e m ic a ls ,  
a g r i c u l t u r a l  m achinery  e t c .  New p r o je c t s  i n i t i a t e d  betw een 
1975 and 1979 have in c lu d e d  th e  m a n u fa c tu rin g  o f t r u c k  and  
m o to r -c y c le  p a r t s  by S uzuki M otor C o ., o f t y r e s  by a  co n so rtiu m  
le d  by B rid g e s to n e  T yre and o f cem ent by a  j o i n t  v e n tu re  in c lu d ­
in g  M its u i B ussan and Onoda Cement. R ecent p u b lic  s ta te m e n ts  
by Ja p a n e se  businessm en  ( f o r  exam ple a t  th e  F i r s t  I n d o n e s ia -  
Jap an  J o in t  Economic C onference i n  March 1979) have em phasised
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th e  need  to  in v e s t  in  e x p o r t - o r i e n ta t e d  m a n u fa c tu r in g , and  s in c e  
t h i s  ap p ro ach  i s  a l s o  su p p o rte d  by th e  l a t e s t  W orld Bank r e p o r t s  
on th e  In d o n e s ia n  economy i t  may w e ll r e p r e s e n t  th e  f u t u r e  t r e n d
( 7 2 )o f  Jap an ese  m a n u fa c tu rin g  in v e s tm e n t i n  In d o n e s ia
An a s se s sm e n t o f  th e  im pact o f  Ja p a n e se  in v e s tm e n t on th e  
In d o n e s ia n  economy i s  a  com plex m a t te r ,  b u t an  o u t l in e  o f  th e  
main i s s u e s  in v o lv e d  may be h e lp f u l  a t  t h i s  s t a g e .  In  th e  f i r s t  
p la c e  i t  s h o u ld  be n o te d  t h a t  Jap an ese  in v e s tm e n t i n  In d o n e s ia  
h a s  been h ig h ly  v i s i b l e . In  p a r t i c u l a r ,  th e  g r e a t  number o f  
Japanese  m a n u fa c tu r in g  p r o je c t s  lo c a te d  in  u rb a n  a r e a s  c r e a te d  
an  aw areness o f  J a p a n 's  econom ic p re se n c e  am ongst In d o n e s ia n  
w orkers and u rb an  e l i t e s .
N ext we m ust c o n s id e r  to  w hat e x te n t  J a p a n e se  in v e s tm e n t 
h a s  f u l f i l l e d  th e  o b je c t iv e s  o f  I n d o n e s ia 's  f o r e ig n  in v e s tm e n t 
p o l i c i e s .  U nder th e  Second F ive  Y ear D evelopm ent P la n  ( R e p e l i ta  
1 1 , 1974 -79 ), th e  developm ent p r i o r i t i e s  w hich f o r e ig n  in v e s t ­
ment was supposed  to  su p p o r t w ere;
1. th e  c o n t r ib u t io n  to  n a t io n a l  o u tp u t ;
2 . th e  c r e a t io n  o f  employment o p p o r tu n i t i e s ;
3 . th e  s p re a d  o f economic a c t i v i t i e s  to  r e g io n s  o u ts id e  
o f  J a v a ;
4 . th e  p rom otion  o f  p a r t i c i p a t i o n  o f  In d o n e s ia n  s o c ie ty  
in  developm ent;
5 . th e  p rom otion  o f  a  more e q u a l p a t t e r n  o f  income 
d i s t r i b u t i o n "  .
In  o rd e r  to  f u r t h e r  th e se  a im s , th e  In d o n e s ia n  governm ent h a s  
in tro d u c e d  a  number o f  m easures p ro v id in g  s p e c i a l  in c e n t iv e s  
f o r  in v e s tm e n t in  p r i o r i t y  i n d u s t r i e s  and a r e a s ,  and  p ro m o tin g  
in c r e a s in g  In d o n e s ia n  p a r t i c i p a t i o n  in  j o i n t  v e n tu r e s .
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Ja p a n e se  in v e s tm e n t h a s  u n d o u b te d ly  made some " c o n t r ib u t io n  
to  n a t io n a l  o u tp u t" . D uring  th e  f i r s t  phase  o f  Jap an ese  m anufac­
tu r in g  in v e s tm e n t i n  In d o n e s ia  (1966-71) t e x t i l e  o u tp u t ro s e  from 
250 m i l l io n  m e tre s  to  600 m i l l i o n  m e tre s . T im ber p ro d u c t io n ,  in  
w hich Jap an  was a  m ajo r i n v e s t o r ,  a l s o  ro s e  r a p id l y .  I n  1959 
tim b e r  e x p o r ts  had  o n ly  am ounted to  j u s t  1^ o f  I n d o n e s ia 's  t o t a l  
e x p o r ts ;  by 1974 th e y  am ounted to  10^, and 32^ o f  n o n - o i l
(7 4 )e x p o r ts  Ja p a n e se  com pan ies ' c o n t r ib u t io n s  to  th e  o th e r
m ajor developm ent o b je c t iv e s ,  how ever, a r e  more q u e s t io n a b le .
B y .1 976 i t  was e s t im a te d  th a t  j u s t  o v er 4 5 ,0 0 0  In d o n e s ia n s  w ere 
employed in  Ja p a n e se  f in a n c e d  j o i n t  v e n tu re s .  I n  a d d i t io n  to  
t h i s ,  one may assume some seco n d ary  c r e a t io n  o f  jo b s  a s  th e  
i n d i r e c t  im p ac t o f  Ja p a n e se  in v e s tm e n t. On th e  o th e r  hand  i t  i s  
c l e a r  t h a t  J a p a n e se  m a n u fa c tu r in g  in v e s tm e n t in  some i n d u s t r i e s ,  
n o ta b ly  t e x t i l e s ,  h as  a c t u a l l y  d is p la c e d  more jo b s  th a n  i t  
c r e a te d  by in t r o d u c in g  more c a p i t a l - i n t e n s i v e  m ethods o f  p ro d u c­
t i o n .  I t  can  be a rg u e d , o f  c o u r s e ,  t h a t  t h i s  i s  an  i n e v i t a b l e  
consequence o f  i n d u s t r i a l i s a t i o n  which w ould have o c c u rre d  w h e th e r 
th e  c a p i t a l  in v e s te d  had been  Ja p a n e se , A m erican o r  In d o n e s ia n .
But th e  f a c t  rem a in s  t h a t  th e  d e s t r u c t io n  o f  jo b s  in  t r a d i t i o n a l  
s m a l l - s c a le  t e x t i l e - p r o d u c t i o n  c re a te d  some h o s t i l i t y  to w ard s  
Jap an ese  in v e s t o r s  and r a i s e d  c e r t a in  d o u b ts  a b o u t th e  s u i t a b i l i t y  
o f  th e  p ro d u c tio n -m e th o d s  in tro d u c e d  by f o r e ig n  com panies.
The r e g io n a l  s p re a d  o f  Jap an ese  in v e s tm e n t (an d , i t  may be 
ad d ed , o f  o th e r  f o r e ig n  in v e s tm e n t)  a ls o  g iv e s  l i t t l e  en co u ra g e ­
ment to  th e  id e a  t h a t  i t  i s  a s s i s t i n g  in  a  more even b a la n c e  o f  
r e g io n a l  developm en t. Up to  th e  end o f 1976 76yo o f  th e  t o t a l  
number o f  J a p a n e se  in v e s tm e n t p r o je c t s  w ere lo c a te d  i n  th e  
r e l a t i v e l y  d ev e lo p ed  and overcrow ded is la n d  o f J a v a ,  and  o f  th e s e
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65^ were th e  J a k a r t a  m e tro p o li ta n  re g io n  and th e  s u rro u n d in g  
a r e a  o f  West J a v a .  By c o n t r a s t  i t  sh o u ld  be p o in te d  o u t t h a t  
some e x c e p t io n a l ly  la r g e  p r o je c t s  ( in c lu d in g  th e  A sahan p r o je c t )  
a r e  lo c a te d  in  rem o te  and u n d erd ev e lo p ed  a r e a s  o f  In d o n e s ia .
But in  many c a se s  th e s e  a re  h ig h ly  c a p i t a l  in t e n s iv e  m in ing  o r  
f o r e s t r y  v e n tu re s  p ro v id in g  l i t t l e  l o c a l  jo b - c r e a t i o n .  The 
i s s u e s  o f  in v e s tm e n t in  rem ote r e g io n s  o f  th e  a r c h ip e la g o  a l s o  
h ig h l ig h t s  one o f  th e  dilemmas o f  developm ent i n  a  c o u n try  such  
a s  In d o n e s ia ;  to  w hat e x te n t  sh o u ld  th e  i n t e r e s t s  o f  th e  l o c a l  
p o p u la tio n  -  o f te n  e t h n i c a l ly  and c u l t u r a l l y  f a r  rem oved from 
t h a t  o f  th e  g o v e rn in g  e l i t e  -  be made to  se rv e  th e  n eed s  o f  
n a t io n a l  developm ent a s  a  w hole? Jap an ese  f o r e s t r y  in v e s tm e n t 
in  K alim an tan , f o r  exam ple, has c o n t r ib u te d  to  th e  ex p a n s io n  o f  
In d o n e s ia n  tim b e r  e x p o r t s , b u t h a s  a t  th e  same tim e  h a s te n e d  th e  
d e s t r u c t io n  o f  th e  t r a d i t i o n a l  way o f  l i f e  o f  th e  l o c a l  Dayak
( 75 )p o p u la t io n '
In  o rd e r  to  e n su re  th e  " p a r t i c i p a t i o n  o f  In d o n e s ia n  s o c ie ty
i n  developm ent" th e  In d o n e s ia n  governm ent h a s  so u g h t to  e n su re
t h a t  most f o r e ig n  in v e s tm e n t p r o je c t s  ta k e  th e  form  o f  a j o i n t
v e n tu re  w ith  a  c o n s id e ra b le  "p ribum i" ( in d ig e n o u s )  s h a re  o f
e q u i ty  c a p i t a l ,  and t h a t  where p o s s ib le  a  m a jo r i ty  h o ld in g  in
such  v e n tu re s  sh o u ld  p a s s . i n to  In d o n e s ia n  hands w ith in  a  f ix e d
( 76 )p e r io d  ( u s u a l ly  te n  y e a r s )  . T h is  i s  a  s u b je c t  w hich w i l l  be 
d is c u s s e d  f u r t h e r  in  C h ap te r 17. H ere i t  may be s a id  t h a t  
Jap an ese  com panies have a  b e t t e r  re c o rd  o f  a c c e p t in g  m in o r i ty  
h o ld in g s  in  jo i n t - v e n t u r e s  th a n  t h e i r  A m erican o r  E uropean  r i v a l s  
I t  i s  a l s o  e v id e n t ,  how ever, t h a t  In d o n e s ia n  ow nersh ip  o f  c a p i t a l  
i n  j o i n t  v e n tu re s  i s  n o t n e c e s s a r i ly  r e f l e c t e d  in  m a n a g e r ia l 
c o n t r o l .  T h is  i s  a consequence b o th  o f  th e  g r e a t e r  m a n a g e r ia l
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e x p e r t i s e  o f  Jap an ese  p a r tn e r s ,  and o f  th e  f a c t  t h a t  Ja p a n e se
j o i n t  v e n tu re s  te n d  to  have a  h ig h  d e b t - e q u i ty  r a t i o  and  be
ill)h e a v i ly  dep en d en t on lo a n s  from Jap an ese  f irm s  . The i s s u e
i s  a l s o  c o m p lic a te d  by th e  f a c t  t h a t  i n  many c a s e s  th e  l o c a l
p a r tn e r s  i n  j o i n t - v e n t u r e s  come from th e  C h inese  e th n ic  m in o r i ty .
T here i s  no ev id en ce  to  su g g e s t t h a t  th e  p re se n c e  o f
Jap an ese  com panies i n  In d o n e s ia  has c o n t r ib u te d  to  "a  more e q u a l
p a t t e r n  o f  income d i s t r i b u t i o n " .  A lthough  some eco n o m is ts  have
so u g h t to  r e f u t e  th e  v iew  t h a t  th e  gap  betw een r i c h  and p o o r i s
a c t u a l l y  w id en in g , th e re  i s  l i t t l e  re a so n  to  b e l ie v e  t h a t  th e
g r e a t  m a jo r i ty  o f  In d o n e s ia n s  a re  d e r iv in g  any  s u b s t a n t i a l  b e n e f i t s
from  th e  grow th  o f  f o r e ig n  in v e s tm e n t. A cco rd in g  to  a  r e c e n t
su rv ey  by th e  U.N. I n t e r n a t io n a l  L abour O f f ic e :  " w i th in  th e  p a s t
decade o r  so m i l l io n s  o f  Ja v a n e se  have moved from  mere p o v e r ty
tow ards th e  p e r i l o u s  s t a t e  o f  in d ig e n c e ,  in  w hich  th e re  i s  l i t t l e
/ *78 )
o r  no a c c e s s  to  work o r  food" , A fu n d am en ta l problem  from  
th e  p o in t  o f  v iew  o f  th o se  who seek  to  p r e s e n t  th e  m u l t in a t io n a l  
c o rp o ra t io n  a s  an "en g in e  o f developm ent" c a p a b le  o f  s o lv in g  th e  
problem s o f  th e  T h ird  W orld i s  t h a t  however much f o r e ig n  f irm s  
may speed  i n d u s t r i a l i s a t i o n ,  a  v e ry  la rg e  num ber o f  p eo p le  i n  a 
n a t io n  l i k e  In d o n e s ia  w i l l  rem ain  dependen t upon s u b s i s te n c e  
a g r i c u l tu r e  f o r  a v e ry  lo n g  tim e . And i t  i s  p r e c i s e l y  in  th e  
a r e a  o f s m a l l - s c a le  a g r i c u l tu r e  t h a t  th e  m u l t in a t io n a l  c o rp o ra ­
t i o n  h as  l e a s t  e x p e r ie n c e  and l e a s t  to  c o n t r i b u te .  The im p o rtan ce  
o f  a g r i c u l t u r a l  developm ent i s  c l e a r  to  some o f  th e  le a d in g
( 7 9 )Ja p a n e se  in v e s to r s  in  In d o n e s ia  and a t te m p ts  have been made 
to  combine in v e s tm e n t in  e x p o r t - o r i e n ta te d  food  p ro d u c tio n  w ith  
th e  developm ent o f  s m a l l-h o ld e r  p ro d u c tio n  f o r  l o c a l  co nsum ption . 
B ut such  schem es have so f a r  had l i t t l e  com m ercial s u c c e s s ,  and  
rem ain  e s s e n t i a l l y  show -case "developm ent p r o j e c t s "  w hich c o u ld  
n o t  be re p e a te d  on a  la rg e  s c a le .
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Ja p an ese  in v e s tm e n t th e r e f o r e  may have c o n t r ib u te d  to  th e  
g ro w th  o f  th e  In d o n e s ia n  GNP -  ru n n in g  a t  a  r a t e  o f  1%  p e r  annum 
in  th e  p e r io d  1974-79 -  b u t  i t  a p p e a rs  to  have done l i t t l e  to  
r e l i e v e  th e  s e r io u s  prob lem s o f  unem ploym ent, s h o r ta g e  o f  
m a n a g e r ia l e x p e r t i s e ,  and wide econom ic d i s p a r i t i e s  betw een  
d i f f e r e n t  re g io n s  and  s o c i a l  c l a s s e s  in  In d o n e s ia .  Any more 
com plex a sse ssm en t o f  th e  c o s ts  and b e n e f i t s  a r i s i n g  from  J a p a n 's  
econom ic p re sen ce  i n  In d o n e s ia  would in v o lv e  an  a n a ly s i s  o f  th e  
p o s s ib le  a l t e r n a t i v e  s t r a t e g i e s  f o r  developm ent, and w ould 
th e r e f o r e  ta k e  us beyond th e  scope o f t h i s  s tu d y .
TABLE 2.1
GNP AT CONSTANT MARKET PRICES (US é b i l l i o n )
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JAPAN INDONESIA
Y ear At 1965 p r ic e s Index At i 960 p r ic e s In d ex
1950 2 1 .8 100 5 .9 100
1955 51 .4 144 7 .8 152
I960 5 0 .0 229 8 .6 146
1961 5 7 .8 265 9.1 154
1962 61 .2 281 9 .5 158
1965 6 8 .0 312 9 .0 152
1964 7 7 .5 354 9 .4 159
1965 8 0 .9 371 9 .5 161
1966 89.1 409 9 .7 164
1967 101.2 464 9 .9 168
1968 115 .7 551 10 .9 185
1969 129.5 594 11 .7 198
1970 145.1 656 12.6 215
1971 152.1 698 1 5 .4 227
1972 165.6 760 14.5 242
1975 183 .8 845 15 .9 269
S o u rce : W orld Bank: World T ab le s  1976
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TABLE 2 .2
JAPAN AND INDONESIA -  COMPARATIVE SOCI.AL INDICES
JAPAN INDONESIA
P o p u la tio n  ( m i l l io n s )  109 .7  ( l9 7 4 )  132 ( e s t )
P o p u la tio n  u n d e r 15
( m i l l io n s )  2 4 .4  *
P o p u la tio n  aged 5 -9
( m i l l io n s )  * 50
B ir th  r a t e  p e r  1000 19 .4  44 ( e s t )
D eath  r a t e  p e r  1000 6 .6  20 ( e s t )
S econdary  sch o o l p la c e s
( m i l l io n s )  4 .7  2 .6
D o cto rs  p e r  1000 1 .137  0 .0 4 6
T elephones p e r  1000 282 .59  1 .8 8
M otor c a r s  p e r  1000 217.87  2 .1 5
(*  = n o t  a v a i l a b l e )
S o u rce : F a r  E a s te rn  Economic Review: A s ia  Y earbook 1976
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TABLE 2 .3
STRUCTURAL ANALYSIS OF JAPAN'S T^D E WITH INDONESIA 
( SELECTED YEARS)
E x p o r ts  to  In d o n e s ia  (US /  m .)
Commodity 1956 1966 1976
F o o d s tu f fs -  ( ) 1 .4  (1 .2 ^ ) 1 1 .4 ( 0 . 75g)
T e x t i l e s 4 1 .5  ( 5 4 .6 ^ 4 7 .0  (39.35^) 8 8 .3 ( 5 . 45g)
N o n - fe r ro u s  
m e ta l 
p ro d u c ts 9 .8  (1 2 .9 ^ ) 2 .0  (1 .6 ^ ) 3 3 .6 ( 2 . 95g)
C hem icals -  ( ) 13.1 (1 0 .9 ^ ) 2 0 1 .4 ( 12 . 35g)
I ro n  and  S te e l 4 .9  (6 .4 ^ ) 1 2 .3  ( IO .35Z) 3 5 6 .4 (2 1 .7 # )
M achinery 6 .0  (7.9??) 3 0 .7  ( 2 5 . 65g) 8 0 5 .5 (4 9 . 15g)
O th e r 1 3 .8  (1 8 .2 ^ ) 2 2 .0  ( 18 . 45g) 142 .0 (8 .7 # )
T o ta l 7 6 .0  (1 0 0 .0?i) 119.8  ( 100 . 05g) 1638.6 ( 100 . 05g)
% o f  J a p a n 's  
t o t a l  
e x p o r ts 3 .0 ^ 1 . 25g 2 .4 ^
^  o f I n d o n e s ia 's  
t o t a l  im p o rts 15.65» 26 . 85g 2 6 . 25g
(c o n tin u e d )
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TABLE 2 ,3  (cont inued)
STRUCTURAL ANALYSIS OF JAPAN'S T l ^ E  WITH INDONESIA 
(SELECTED YEARS)
Im p o rts  from  In d o n e s ia
Commodity 1956 1966 1976
Sugar 1 0 .4 (1 1 .4 # ) 3 .2 (1 .8 # ) - ( )
Copra 6 .5 (7 .1 # ) 5 .8 (3 .3 # ) - ( )
Rubber 2 6 .7 ( 29 . 2#) 4 0 .7 (2 3 .1 # ) 2 0 .7 (0 .5 # )
Tim ber * ( ) * ( ) 6 8 2 .6 (1 6 .7 # )
Crude o i l 18.1 (1 9 .8 # ) 7 9 .8 (4 5 .4 # ) 2684.1 (6 5 .6 # )
B a u x ite  ' 2 .5 (2 .7 # ) 5 .5 (3 .1 # ) 13 .4 (0 .3 # )
O th e r n o n - 
f e r r o u s  
m e ta ls ( ) ( ) 9 9 .0 (2 .4 # )
O ther 2 7 .2 (2 9 .7 # ) 135.9 (2 3 .2 # ) 5 90 .9 (1 4 .4 # )
T o ta l 9 1 .4 (1 0 0 .0 # ) 175.9 (1 0 0 .0 # ) 4 0 9 0 .7 (100 .0# ;
io o f  J a p a n 's  
t o t a l  
im p o rts 2 .8 # 1 .8 # 6 .3 #
io o f
I n d o n e s ia 's  
t o t a l  e x p o r ts 8 .3 # 17 .8# 4 1 .7 #
(*  = n o t  a v a i l a b l e )
S o u rces : M atsuo " S t r u c tu r a l  A n a ly s is  o f J a p a n 's  T rade w ith
S o u th e a s t A s ia " ;  K e id an re n : In donesia-C en .jo  to  M o n d a i- te n ; 
N is h ih a ra :  The Ja p a n e se  and S u k a rn o 's  In d o n e s ia : M ITI: 
Tsusho Hakusho 1977: In d o n e s ia ,  Suro p u s a t S t a t i s t i k :  
F o re ig n  Trade S t a t i s t i c s , 1977.
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TABLE 2 . 4
Y ear E x p o rts  to  
In d o n e s ia
Im ports  from  
In d o n e s ia
B alance
1947/50
(an n u a l
a v e ra g e ) 3 5 .4 10 .4 +25
1951/55
(a n n u a l
a v e ra g e ) 9 5 .6 64 .5 +31.1
1956/60 
- (a n n u a l 
av e ra g e ) 7 5 .2 64 .2 + 1 1 .0
1961 154 .8 8 6 .7 +68.1
1962 116.3 9 2 .9 + 2 3 .4
1963 99 .0 104.8 -  5 .8
1964 122.1 130.7 -  8 .6
1965 20 7 .2 149.3 + 5 7 .9
1966 118.6 175.5 - 5 6 .9
1967 155.1 195 .0 - 3 9 .9
1968 146.6 251 .8 -1 0 5 .2
1969 23 5 .8 397 .3 -1 6 1 .5
1970 31 5 .8 636 .5 -3 2 0 .7
1971 4 5 2 .8 854 .5 -4 0 1 .7
1972 6 1 5 .5 1 ,1 9 7 .5 -5 8 2 .0
1973 902 .4 2 ,2 1 3 .6 -1 3 1 1 .2
1974 1 ,4 5 0 .3 4 ,5 7 1 .5 -3 1 2 1 .2
1975 1 ,8 4 9 .8 3 ,4 3 0 .3 -1 5 8 0 .5
1976 1 ,6 3 8 .6 4 ,0 9 0 .7 -2 4 5 2 .1
S ource: Jap an  Min, o f I n te r n a t io n a l  T rade  and In d u s t r y  
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TABLE 2 . 7
JAPANESE DIRECT INVESTMENT IN INDONESIA 1951-1976









T o ta l 645 2,703
S o u rce : M in is try  o f  F in a n c e , Ja p a n .
TABLE 2 .8
SECTORAL ANALYSIS OP JAPANESE INVESTMENT IN INDONESIA
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SECTOR 1973 1977 ( S e p t . )
US / m. US #  m. #
A g r ic u l tu r e  ) 
F o r e s t r y  ) 
F i s h e r i e s  )
51 12 .6# 116 3 .8 #
M ining 75 1 8 .5# 2015 6 7 .2 #
M anufac tu r ing 212 52 .2# 714 2 3 .8 #
C o n s t ru c t io n 4 1 .0 # 9 0 .3 #
C ommerce ) 
T r a n s p o r ta t io n  ) 
S e rv ic e s  e t c .  )
64 15 .8# 146 4 .9 #
T o ta l 406 100.0# 2999 100 .0#
S o u rce :  Bank o f  J a p a n .
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I I I  "JAPAN, INCORPORATED" AND INDONESIA
The s tu d y  o f  t r a n s n a t i o n a l  p o l i t i c s  in v o l v e s ,  a s  v^as p o in te d  out 
i n  th e  i n t r o d u c t i o n ,  an  e x a m in a t io n ,  n o t  o n ly  o f  th e  " h o r i z o n t a l "  
l i n k s  which a r e  c r e a t e d  betw een one n a t i o n  and a n o th e r  by th e  m u l t i ­
n a t i o n a l  c o r p o r a t i o n ,  b u t  a l s o  o f  " v e r t i c a l "  l i n k s  be tw een  th e  m u l t i ­
n a t i o n a l  and n a t i o n a l  governm ents  i n  th e  home and h o s t  c o u n t r i e s ,  
M ichael Hodges b e g in s  h i s  a n a l y s i s  o f  m u l t i n a t i o n a l  c o r p o r a t io n s  i n  
B r i t a i n  from th e  h y p o th e s i s  t h a t  " f o r e ig n  in v e s tm e n t  w i l l  become more 
s a l i e n t  a s  a  p o l i c y  i s s u e  f o r  h o s t  governm ents  a s  governm ent i n t e r v e n ­
t i o n  i n  th e  h o s t  economy i n c r e a s e s " ^ ^ ^ . But i t  i s  a l s o  c l e a r  t h a t  the  
p o l i t i c a l  im p a c t  o f  th e  m u l t i n a t i o n a l  company ab ro ad  w i l l  depend to  a 
l a r g e  e x t e n t  on th e  i n t e r a c t i o n  o f  companies and governm ent i n  th e  
home economy. In  the  c a se  o f  Japan  o v e rse a s  r e a c t i o n  to  th e  Jap an ese  
m u l t i n a t i o n a l  company has  been  s t r o n g ly  in f lu e n c e d  by th e  f e a r  t h a t  
J a p a n e se  f i r m s  a r e  c l o s e l y  l i n k e d  w ith  one a n o th e r  an d  w i th  t h e i r  home 
governm ent, and t h a t  th e y  t h e r e f o r e  a c t  l e s s  a s  b u s in e s s  r i v a l s  than  
a s  a g e n ts  o f  n a t i o n a l  p o l i c y .  T h is  i s  a view most f o r c i b l y  ex p re ssed  
by a fo rm e r  P h i l i p p i n e s  S e c r e t a r y  of F o re ig n  A f f a i r s ,  Raul Manglapus, 
who has  w r i t t e n :
" .  . . th e  J a p a n e s e  g lo b a l  e n t e r p r i s e ,  u n l i k e  i t s  American 
c o u n t e r p a r t ,  i s  n o t  r e a l l y  one i n d i v i d u a l ,  though  g i a n t ,  
e n t e r p r i s e  com peting  w ith  i t s  f e l lo w  i n d i v i d u a l  n a t i o n a l  o r  
f o r e ig n  e n t e r p r i s e s .  The Japanese  c h a l le n g e  i s  n o t  the  
Jap an ese  c o r p o r a t i o n .  I t  i s  n o t  a  group o f  com peting  co rp o ra ­
t i o n s .  I t  i s  n o t  even 'J a p a n  I n c o r p o r a t e d * , i f  t h a t  i s  
ta k e n  to  mean o n ly  th e  t o t a l  c o - o p e r a t io n  be tw een  g i a n t  
c o r p o r a t i o n s ,  th e  f l a w le s s  c o l l a b o r a t i o n  b e tw een  g i a n t  g roups . 
The Jap an ese  c h a l l e n g e  i s  Japan  i t s e l f ,  a  s o l i d ,  homogeneous 
harm onious , c o - o p e r a t i v e  u n i t  engaged in  w orld  b u s i n e s s " ( 2 ) .
What ev id en ce  i s  t h e r e  to  s u p p o r t  the  view t h a t  J a p a n e s e  companies 
c o - o p e r a t e  w i th  one a n o th e r  i n  the  f a c e  o f  f o r e i g n  c o m p e t i t io n ?  I s  i t  
t r u e  to  s u g g e s t  t h a t  t h e i r  o v e r s e a s  a c t i v i t i e s  a r e  c o n t r o l l e d  by the  
J a p an ese  governm en t,  o r  c o n v e r s e ly ,  t h a t  th e y  th e m s e lv e s  mould Japanese
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f o r e ig n  p o l i c y  to  s u i t  t h e i r  own needs?  I n  what ways have the  
i n t e r e s t s  o f  J a p a n e s e  m u l t i n a t i o n a l  com panies in f l u e n c e d  th e  d ev e lo p ­
ment o f  J a p a n 's  p o s t -w a r  p o l i c i e s  tow ards  In d o n e s ia ?  These a re  th e  
q u e s t i o n s  which t h i s  c h a p te r  w i l l  a t t e m p t  to  an sw er .
M u l t i n a t i o n a l  Companies and N a tio n  S t a t e s
There  a r e  many ways in  which we can  c l a s s i f y  t h e o r i e s  a b o u t the  
m u l t i n a t i o n a l  c o r p o r a t i o n .  F o r  exam ple, t h e o r i e s  may b e  grouped 
a c c o r d in g  to  th e  p o l i t i c a l  p r e - c o n c e p t io n s  o f  t h e i r  p ro p o n e n ts  -  i n t o  
" M a rx is t"  t h e o r i e s ,  " l i b e r a l "  t h e o r i e s ,  e t c .  -  o r  th e y  may be grouped 
a c c o rd in g  to  t h e i r  n o rm a t iv e  a t t i t u d e s  to w ard s  th e  m u l t i n a t i o n a l  -  i n t o  
"pro"  and  " a n t i "  m u l t i n a t i o n a l  t h e o r i e s .  For th e  p u rp o s e s  o f  t h i s  
c h a p t e r  i t  may be u s e f u l  to  c o n s id e r  such  t h e o r i e s  a c c o r d in g  to  t h e i r  
app roach  to  n a t i o n a l  i n t e r e s t s ,  d iv id in g  them v e ry  b r o a d ly  i n t o  th o se  
which i d e n t i f y  th e  m u l t i n a t i o n a l  company w i th  th e  i n t e r e s t s  of i t s  home 
n a t i o n ;  th o s e  which see  th e  r i s e  o f  th e  m u l t i n a t i o n a l  a s  e ro d in g  the  
n a t i o n a l  s o v e r e ig n t y  o f  a l l ,  b o th  home and h o s t ,  c o u n t r i e s ;  and th o se  
which v iew  th e  m u l t i n a t i o n a l  a s  r e d i s t r i b u t i n g  p o l i t i c a l  power away 
from th e  home n a t i o n  and  tow ards h o s t  n a t i o n s .
The d i v i d i n g  l i n e s  betw een th e s e  g ro u p s  o f  t h e o r i e s  do n o t  
n e c e s s a r i l y  c o i n c id e  w i th  t r a d i t i o n a l  i d e o l o g i c a l  d i v i s i o n s  between 
" l e f t "  an d  " r i g h t " .  F o r exam ple ,  th e  f i r s t  o f  o u r  t h r e e  v ie w p o in ts ,  
which a s s o c i a t e s  th e  m u l t i n a t i o n a l  w i th  i t s  home c o u n t r y ' s  n a t i o n a l  
power, h a s  been  s u p p o r te d  b o th  by n e o -M a rx is t  t h e o r i s t s  such a s  H a rry  
Magdoff and Joyce and G a b r ie l  Kolko^^^ and a l s o  by w r i t e r s  l i k e  J e a n -  
J acq u es  S e r v a n - S c h r e ib e r  whose book. The A m erican C h a l le n g e , was based
( 4 )on m e r c a n t i l i s t  c o n c e p ts  o f  economic n a t i o n a l i s m  . The n e o -M a rx is t  
view b e g in s  from th e  a ssum ption  t h a t  p o l i t i c a l  power i n  advanced 
c a p i t a l i s t  c o u n t r i e s  r e f l e c t s  th e  i n t e r e s t s  o f  b i g  b u s i n e s s ,  which 
s in c e  th e  1 9 6 0 's  can  be l a r g e l y  equa ted  w i th  m u l t i n a t i o n a l  b u s i n e s s .
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Thus P au l Sweezy and H arry  M agdoff, d i s c u s s i n g  th e  American m u l t i ­
n a t i o n a l  c o r p o r a t io n ,  have w r i t t e n  t h a t  " . . .  th e  government o f  th e  
U n ited  S t a t e s  i s  c o n t r o l l e d  by th e  v e ry  same c o r p o r a t io n s  which have
( 5 )s p re a d  t h e i r  t e n t a c l e s  o u t  i n t o  e v e ry  c o r n e r  o f  th e  g lobe"  , Neo­
m e r c a n t i l i s t s  l i k e  S e r v a n - S c h r e ib e r ,  on th e  o t h e r  h an d ,  tend  to  
em phasise  th e  a u t h o r i t y  o f  s t a t e  p o l i t i c a l  power, and  to  assume t h a t  
governm ents  w i l l  t h e r e f o r e  u se  t h e i r  m u l t i n a t i o n a l  companies a s  a g e n t s  
o f  th e  n a t i o n a l  i n t e r e s t .  Most w r i t e r s ,  w hether  n eo -M a rx is t  o r  neo­
m e r c a n t i l i s t ,  would ag ree  t h a t  n a t i o n a l  b u s in e s s  i n t e r e s t s  a r e  n o t  
m o n o l i th ic  o r  a l l - p o w e r f u l .  They r e c o g n i s e  t h a t  w i th in  the  broad  
framework o f  " n a t i o n a l  i n t e r e s t "  t h e r e  i s  room f o r  c o n f l i c t s  o f  i n t e r e s t  
betw een r i v a l  b u s in e s s  o r  p o l i t i c a l  g ro u p s .  But i t  i s  in  th e  v e ry  
n a t u r e  o f  t h i s  approach  t h a t  i t  t e n d s  t o  fo c u s  a t t e n t i o n  more on th e  
a r e a s  o f  c o - o p e r a t io n  betw een m u l t i n a t i o n a l  c o r p o r a t io n s  and t h e i r  
home governm ents th a n  on a r e a s  o f  d isa g re e m e n t  i n  th e  governm ent- 
b u s in e s s  r e l a t i o n s h i p .  The c o n c lu s io n s  o f  th o s e  who view  th e  m u l t i ­
n a t i o n a l  c o r p o r a t io n  a s  an e x t e n s io n  o f  n a t i o n a l  economic power tend  
to  p o i n t  to  a f u t u r e  o f  i n c r e a s i n g  i n t e r n a t i o n a l  c o n f l i c t .  This  con­
f l i c t  i s  seen  a s  a r i s i n g  b o th  be tw een  th e  i n d u s t r i a l i s e d  w es te rn  
c o u n t r i e s  which a r e  r i v a l  c e n t r e s  o f  m u l t i n a t i o n a l  b u s in e s s  and 
betw een N o rth  and S o u th ,  a s  m u l t i n a t i o n a l s  based  i n  developed  c o u n t r i e s  
a g g ra v a te  th e  economic c o n t r a d i c t i o n s  i n  th e  T h ird  World c o u n t r i e s  i n  
which th e y  o p e r a t e .
I n  th e  l a t e  I 9 6 0 's  and e a r l y  1 9 7 0 's  th e s e  views were c h a l le n g e d  
by a new s e t  o f  id e a s  on th e  m u l t i n a t i o n a l  c o r p o r a t i o n .  The new 
ap p ro a c h ,  which was p u t  fo rw ard  by works such  a s  Raymond V em O n's  
S o v e re ig n ty  a t  Bay^^^ and C h a r le s  P. K i n d l e b e r g e r ' s  American B u s in ess
( 7 )Abroad , su g g e s te d  t h a t ,  a s  com panies became in c r e a s i n g l y  m u l t i ­
n a t i o n a l ,  so th e y  l o s t  t h e i r  i d e n t i f i c a t i o n  w i th ,  and l o y a l t y  t o ,  the
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n a t i o n  i n  which th e y  were b a s e d .  P u r th e n n o r e , i t  was a rg u e d ,  th e  
a b i l i t y  o f  m u l t i n a t i o n a l  f i rm s  t o  move c a p i t a l  and p ro d u c t iv e  f a c i l i t i e s  
from one c o u n t ry  to  a n o th e r ,  and t h e i r  a b i l i t y  to  evade n a t i o n a l  t a x e s  
by the  u se  o f  t r a n s f e r  p r i c i n g ,  e t c . , was e ro d in g  th e  s o v e r e ig n ty  o f  
n a t i o n a l  governm ents .  S ince  th e  a c t i v i t i e s  o f  m u l t i n a t i o n a l  companies 
co u ld  o n ly  be c o n t r o l l e d  by i n t e r n a t i o n a l  c o - o p e r a t io n ,  t h i s  argum ent 
c o n t in u e d ,  th e  grow th o f  th e  m u l t i n a t i o n a l  f i rm  would i n e v i t a b l y  p ro ­
duce a t r a n s f e r  o f  power from th e  n a t i o n  s t a t e  to  s u p r a n a t i o n a l  
r e g u l a t o r y  b o d ie s .  T h is  v iew  was a s s o c i a t e d  i n  p a r t i c u l a r  w i th  a 
number o f  American l i b e r a l  t h e o r i s t s ,  who tended  to  em phasise th e  
b e n e f i c i a l  e f f e c t s  w hich would a r i s e  from d e c l i n i n g  n a t io n a l i s m  and 
grow ing i n t e r n a t i o n a l i s m .  But i t  was a l s o  s u p p o r te d  by w r i t e r s  l i k e  
S tephen  Hymer, who p r e s e n te d  a  v e ry  d i f f e r e n t  v i s i o n  o f  the f u t u r e .
While a g r e e in g  t h a t  th e  m u l t i n a t i o n a l  would weaken n a t i o n a l  s o v e r e ig n ty  
and in c r e a s e  th e  i n t e g r a t i o n  o f  th e  w orld  economy, Hymer a rgued  t h a t  
th e  r e s u l t i n g  w orld  o r d e r  would be  a h i e r a r c h i c a l  one, i n  which power 
would be c o n c e n t r a te d  i n  m e t r o p o l i t a n  c e n t r e s  l i k e  New Y ork, London, 
P a r i s ,  Bonn and  Tokyo^^^.
As a l r e a d y  m e n tio n ed ,  th e  p o p u la r  concep t o f  th e  Jap an ese  m u l t i ­
n a t i o n a l  has  tended  to  em phasise  th e  l i n k s  between b u s in e s s  and the  
n a t i o n a l  i n t e r e s t  i n  J a p a n .  Even Raymond Vernon, who was one o f  th e  
f i r s t  to  p u t  fo rw ard  th e  view t h a t  th e  m u l t i n a t i o n a l  was weakening 
n a t i o n a l  s o v e r e ig n t y ,  found i t  n e c e s s a r y  to  s t a t e  t h a t  " In  many ways . . 
th e  o v e r s e a s  v e n tu re s  o f  th e  J a p a n e se  have come c l o s e  to  conform ing
w ith  t h e  M arx is t  a s su m p tio n s  abou t t i e s  between im p e r ia l i s m  and 
( 9 )c a p i t a l i s m "  . T here  h av e ,  how ever, been some a t t e m p t s  to  a p p ly  th e  
" S o v e re ig n ty  a t  Bay" th e o ry  to  J a p a n ,  and  to  a rgue  t h a t  the  m u l t i ­
n a t i o n a l  sp re a d  o f  J a p an ese  b u s in e s s  i n t e r e s t s  w i l l  e v e n t u a l l y  e rode 
th e  t r a d i t i o n a l l y  c l o s e  r e l a t i o n s h i p  betw een government and b ig  b u s i n e s s
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i n  J a p a n ,  One r e c e n t  s tu d y ,  f o r  exam ple , p r e d i c t s  t h a t ,  i n  J a p a n  as 
e lsew h ere  th e  m u l t i n a t i o n a l  w i l l  d ev e lo p  i n t o  "a  g l o b a l  b u s i n e s s ,  
unhampered by n a t i o n a l  b o u n d a r ie s  and n a t i o n a l i t y ,  t h a t  s e p a r a t e s  
p o l i t i c s  from e c o n o m i c s " ^ ^ T h e  ev id en ce  f o r  and  a g a i n s t  t h i s  th e o ry  
w i l l  be lo o k e d  a t  l a t e r  i n  t h i s  c h a p t e r .
L a s t l y ,  how ever, i t  sh o u ld  be n o te d  th a t  a t h i r d  th e o ry  o f  th e  
m u l t i n a t i o n a l  h as  been g a in in g  p o p u l a r i t y  s in c e  th e  m id -1 9 7 0 's .  
I n f lu e n c e d  by th e  s u c c e s s  o f  economic n a t io n a l i s m  i n  th e  OPEC n a t i o n s  
and o t h e r  T h i rd  World h o s t  c o u n t r i e s ,  some w r i t e r s  have now sough t to  
c o n s t r u c t  a  c y c l i c a l  model, a c c o rd in g  to  which th e  m u l t i n a t i o n a l  b eg in s  
by confo rm ing  to  th e  i n t e r e s t s  o f  i t s  home n a t i o n ,  b u t  e v e n t u a l l y  
becomes a  c a p t i v e  i n  th e  hands o f  h o s t  c o u n t ry  economic n a t i o n a l i s t s ,  
th u s  h e l p i n g  to  e f f e c t  a t r a n s f e r  o f  power from home to  h o s t  n a t i o n .  
B e rg s te n ,  H o rs t  and  Moran, f o r  exam ple ,  conclude t h a t  th e  " s h i f t  i n  
power from m u l t i n a t i o n a l s  to  h o s t  governm ents . . .  i s  c u m u la t iv e ,  
i r r e v e r s i b l e  and s p eed in g  up a l l  th e  t i m e " ^ ^ ^ \
The r i s e  and f a l l  i n  p o p u la r i t y  o f  the  t h r e e  t h e o r i e s  o u t l i n e d  
h e re  may have  som eth ing  to  do w ith  th e  c o u rse  o f  r e c e n t  American 
h i s t o r y .  S in c e  th e  U .S .A . i s  th e  main home o f  th e  m u l t i n a t i o n a l  c o rp o ra ­
t i o n ,  m ost t h e o r i s t s  have n a t u r a l l y  te n d e d  to  g e n e r a l i s e  from the  
American e x p e r i e n c e .  In  th e  American c a s e ,  th e  g row th  o f  academic 
i n t e r e s t  i n  t h e  m u l t i n a t i o n a l  c o r p o r a t io n  c o in c id e d  w i th  a r e l a t i v e  
d e c l in e  i n  t h e  predom inance o f  the  U n i te d  S t a t e s  a s  a  w orld  economic 
power, and  t h i s  f a c t  p e rh a p s  h e lp s  to  e x p la in  th e  s h i f t  i n  em phasis  
from t h e  n o t i o n  o f  th e  m u l t i n a t i o n a l  a s  an  a g e n t  o f  n a t i o n a l  power, 
v ia  th e  " S o v e re ig n ty  a t  Bay" co n cep t,  t o  th e  image o f  th e  m u l t i n a t i o n a l  
a s  a c a u se  o f  t h e  home c o u n t r y ' s  n a t i o n a l  d e c l i n e .  C o n v e rs e ly ,  in  th e  
J a p a n e se  c a s e ,  th e  grow th o f  o ve rseas  d i r e c t  in v e s tm e n t  so f a r  has 
c o in c id e d  vjith  a p e r io d  in  which Japan  was i n c r e a s i n g  i t s  im portance
as  a world economic power, an d  t h i s  in  tu r n  may a c c o u n t  t o  some e x t e n t  
f o r  th e  p o p u la r  tendency  to  view th e  Ja p a n e se  m u l t i n a t i o n a l  from a 
n e o - m e r c a n t i l i s t  to  n e o - i m p e r i a l i s t  s t a n d p o i n t .
The Jap an ese  G o v em m en t-B u s in ess  R e la t i o n s h ip
The a t t i t u d e  t o  J a p a n e se  b u s in e s s  a b ro ad  i s  a l s o  s t r o n g ly  
in f lu e n c e d  by th e  p o p u la r  n o t io n  o f  " J a p a n ,  I n c o r p o r a t e d " .  The image 
o f  th e  m u l t i n a t i o n a l  a s  a f o r c e  beh ind  th e  economic expansion ism  o f  i t s  
home c o u n t ry  im p l ie s  th e  e x i s t e n c e  o f  some s o r t  o f  "power e l i t e " ,  an d ,  
a s  one r e c e n t  s tu d y  has  p o in te d  o u t ,  w h i le  th e  power e l i t e  model 
" e n jo y s  a r e l a t i v e l y  sm all  b u t  d ev o ted  fo l lo w in g "  among American 
p o l i t i c a l  s c i e n t i s t s ,  among s tu d e n t s  o f  J ap an ese  p o l i t i c s  i t  i s  " th e
( 12)o rthodoxy  and i t s  c r i t i c s  a r e  th e  h e r e t i c s "  .
There a r e  a  number o f  r e a s o n s  why th e  power e l i t e  model has 
e x e r c i s e d  such a s t r o n g  sway on J a p an ese  p o l i t i c a l  s c i e n c e .  One i s  
th e  dominance o f  th e  c o n s e r v a t iv e s  in  p o s t -w a r  Ja p a n e se  p o l i t i c s .  
R ig h t-w in g  p a r t i e s  have been  i n  power c o n t in u o u s ly  s in c e  1948, and 
s in c e  th e  1955 m erger w hich  c r e a t e d  a s i n g l e  c o n s e r v a t iv e  g ro u p in g  -  
th e  L i b e r a l  D em ocratic  P a r t y  (LDP) -  t h i s  p a r t y  has  en jo y ed  a v i r t u a l  
monopoly o f  p o l i t i c a l  power. I t s  p o s i t i o n  a s  th e  perm anent p a r t y  i n  
power en ab led  th e  LDP to  fo rg e  c lo s e  and s t a b l e  l i n k s  w i th  th e  b u reau ­
c ra c y  and w i th  b ig  b u s in e s s  i n t e r e s t s .  C o n n ec t io n s  w ith  b ig  b u s in e s s  
a r e  s t r e n g th e n e d  by th e  f a c t  t h a t  much o f  th e  p a r t y ' s  f in a n c e  comes 
from p r i v a t e  com panies ,  e i t h e r  d i r e c t l y  o r  v i a  b u s in e s s  o r g a n i s a t i o n s
( 1 3 )such a s  K e id an re n  ( t h e  F e d e r a t io n  o f  Economic O r g a n is a t i o n s )  . Co­
o r d in a t io n  between b u re a u c ra c y ,  b u s in e s s  and th e  LDP i s  cem ented b o th  
by f r e q u e n t  c o n s u l t a t i o n s  and by the  system  o f  "am akudari"  ( l i t e r a l l y  
" d e s c e n t  from heaven")  by which s e n i o r  b u r e a u c r a t s  r e t i r e  e a r l y  and 
o f t e n  e n t e r  p r i v a t e  b u s in e s s  o r  p o l i t i c s  (a lm o s t  i n v a r i a b l y  on th e  con­
s e r v a t i v e  s i d e ) .  The need f o r  r a p id  grow th  in  th e  p o s t-w a r  p e r io d  led
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to  a r e l a t i v e l y  h ig h  d eg ree  o f  government i n t e r v e n t i o n  in  th e  economy, 
n o ta b ly  i n  th e  form o f  " a d m i n i s t r a t i v e  g u id a n ce"  from th e  M in i s t r y  o f  
I n t e r n a t i o n a l  T rade  and I n d u s t r y  t o  b ig  b u s in e s s .  T h is  g u id a n c e ,  
however, was n o t  a u t o c r a t i c a l l y  imposed b u t  was fo rm u la te d  by a con­
t in u o u s  p ro c e s s  o f  c o n s u l t a t i o n  between th e  b u re a u c ra c y  and l e a d in g  b ig  
b u s in e s s  c i r c l e s  (commonly known i n  J a p a n  a s  z a i k a i ) ,  th u s  once a g a in  
r e - e n f o r c i n g  th e  im p re s s io n  o f  a  power e l i t e  a t  th e  c e n t r e  o f  J a p a n e se  
p o l i c y  making.
At th e  same tim e we s h o u ld  n o te  th e  absence  o f  e le m e n ts  which 
might have in t r o d u c e d  c o n f l i c t i n g  i n t e r e s t s  i n t o  th e  J a p a n e s e  p o l i t i c o ]  
s t r u c t u r e .  The o p p o s i t i o n  p a r t i e s  -  o f  whom th e  most im p o r ta n t  a re  
th e  S o c i a l i s t  P a r t y ,  th e  Communist P a r t y ,  th e  m i d d le - o f - th e - r o a d  
D em ocratic  S o c i a l i s t  P a r t y ,  and th e  B u d d h is t  Komeito -  rem ain  d iv id e d  
by i r r e c o n c i l a b l e  i d e o l o g i c a l  d i f f e r e n c e s  and h ave ,  t h e r e f o r e ,  been 
ab le  to  e x e r t  o n ly  a l i m i t e d  in f lu e n c e  on J a p a n e se  p o l i t i c a l  l i f e .  The 
m i l i t a r y  have l o s t  th e  p o l i t i c a l  r o l e  w hich was so im p o r ta n t  i n  th e  
p re -w ar  p e r i o d .  Some i n t e r e s t s  o th e r  th a n  th o s e  o f  b ig  b u s in e s s  have 
been e f f e c t i v e l y  o rg a n is e d  i n t o  p r e s s u r e  g ro u p s  -  among th e  most n o ta b le  
a r e  th e  fa rm e rs  u n io n  Nokyo, th e  Japan  M ed ica l  A s s o c i a t i o n  and th e  
t r a d e  u n io n  o r g a n i s a t i o n s ,  o f  which th e  l a r g e s t  i s  Sohyo. These 
g roups d i f f e r  from th e  b u s in e s s  e l i t e ,  n o t  i n  t h e i r  power to in f l u e n c e  
l e g i s l a t i o n  w hich d i r e c t l y  a f f e c t s  t h e i r  i n t e r e s t s ,  b u t  i n  th e  scope 
o f  t h e i r  i n f l u e n c e .  The v o ic e  o f  b u s in e s s  h a s  an im p o r ta n t  im pac t 
no t  o n ly  on i n d u s t r i a l  p o l i c y  b u t  a l s o  on a  wide range  o f  i s s u e s  
in c lu d in g  f o r e ig n  p o l i c y ,  where the  im pac t o f  th e se  a l t e r n a t i v e  i n t e r e s t  
g roups i s  f e l t  l i t t l e  i f  a t  a l l ^ ^ ^ \
The t r a d i t i o n a l  p i c t u r e  o f  th e  J a p a n e s e  power e l i t e  i s  t h e r e f o r e  
o f  an "un h o ly  t r i n i t y "  c o n s i s t i n g  o f  th e  LDP, th e  b u re a u c ra c y  and  b ig  
b u s in e s s .  The p r e c i s e  s t r u c t u r e  o f  t h i s  t r i n i t y  i s  open to  v a r y in g
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i n t e r p r e t a t i o n s .  Many w r i t e r s  have seen  th e  b u re a u c ra c y  a s  be ing  a t
( 15)the  apex  o f  th e  power t r i a n g l e  , O th e rs  have em p h asised  th e  power 
o f  b ig  b u s i n e s s ^ I t  has  been common to  a rgue  t h a t  th e  fo rm a l ly  
s o v e re ig n  governm ent o rgans  o f  Prime M in i s t e r  and c a b i n e t  a r e  in  f a c t  
r e l a t i v e l y  weak; t h a t ,  a s  one com m entator has  p u t  i t  " i n  c o u n t r i e s  such 
a s  J a p a n  e l e c t e d  governm ents  p u l l  on s t r i n g s  whose o t h e r  ends a r e  n o t
( 17)a c t u a l l y  co n n ec ted  to  a n y th in g "  , A number o f  r e c e n t  s t u d i e s ,  on 
th e  o t h e r  hand , have  em phasised  th e  power and e f f e c t i v e n e s s ,  a t  l e a s t  
of i n d i v i d u a l  p o l i t i c i a n s ,  in  making and im plem en ting  d e c i s io n s ^
What a p p e a r s  to  be c e r t a i n  i s  t h a t  a l l  th r e e  e le m e n ts  o f  th e  t r i a n g u l a r  
r e l a t i o n s h i p  work c l o s e l y  t o g e th e r ,  t h a t  t h e i r  r e s n e c t i v e  r o l e s  a r e  n o t  
alw ays c l e a r l y  d e f i n e d ,  and t h a t  b u s in e s s  i n  J a p a n ,  i n s t e a d  o f  b e in g  
viewed a s  p a r t  o f  " s o c i e t y " ,  whose r e l a t i o n s h i p  w i th  " th e  s t a t e "  i s  a 
v e r t i c a l  and s u b o r d in a t e  one , must be seen  a s  b e in g  c l o s e l y  i n t e g r a t e d  
i n t o  th e  r u l i n g  s t r u c t u r e .
The co n ce p t o f  " J a p a n ,  I n c o r p o r a t e d " ,  how ever,  emerged n o t  on ly  
from a n a l y s i s  o f  th e  mechanisms o f  Jap an ese  p o l ic y -m a k in g  b u t  a l s o  from 
t h e o r i e s  on th e  s t r u c t u r e  o f  Japanese  s o c i e t y .  A gain and  a g a in  w r i t i n g s  
on J a p a n e se  s o c i e t y  em phasise  th e  c o n t r a s t  betw een W este rn  in d iv id u a l i s m  
and Ja p a n e s e  i d e n t i f i c a t i o n  w ith  the  g ro u p ,  w hich i n  i t s  w id e s t  sen se
( 19 )becomes i d e n t i f i c a t i o n  w i th  th e  n a t io n  . As i n  o t h e r  A s ian  s o c i e t i e s  
( i n c l u d in g  In d o n e s ia )  c o n s u l t a t i o n  and co n sen su s  a r e  p r e f e r r e d  to  th e  
" ty ra n n y  o f  th e  m a jo r i t y "  and r e s p o n s i b i l i t y  i s  s h a re d  amongst th e  
group r a t h e r  th a n  b e in g  p inned  on an i n d e n t i f i a b l e  i n d i v i d u a l .  The 
most com prehensive  and i n f l u e n t i a l  acc o u n t  o f  th e  w ork ings  o f  th e  
Jap an ese  s o c i a l  system  i s  t h a t  o f  the  J a p a n e s e  s o c i o l o g i s t  Nakane C h ie ,  
who has  dev e lo p ed  th e  th e o ry  o f  th e  " v e r t i c a l  s o c i e t y " A c c o r d i n g  
to  t h i s  t h e o r y ,  th e  J a p a n e se  i n d i v id u a l  i d e n t i f i e s  h im s e l f  ( o r  h e r s e l f )  
n o t  a c c o r d in g  to  " a t t r i b u t e "  ( e . g .  as  a  f a r m e r ,  c a r  w o rk e r ,  t e a c h e r  o r
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p o l i t i c i a n )  b u t  a c c o rd in g  to  "fram e" ( a s  a  member o f  x v i l l a g e ,  y 
company o r  z s c h o o l ) .  The s t r u c t u r e  o f  t h e s e ’Trame" g roups  i s  v e r t i c a l ,  
l i k e  th e  s t r u c t u r e  o f  th e  f a m i ly ,  and h o r i z o n t a l  l i n k s  between groups 
and betw een i n d i v i d u a l s  a r e  p o o r ly  dev e lo p ed .  The o v e r a l l  s t r u c t u r e  
o f  s o c i e t y  i s  t h e r e f o r e  l i k e  an  i n v e r t e d  " v " , a  t r i a n g l e  w i th o u t  a  b a se .  
Hence
"Ja p a n e s e  h i s t o r y  knows no in s t a n c e  o f  o l i g a r c h y .  Nor have 
th e  p o l i t i c a l  p a r t i e s  o f  modern Ja p a n  e v e r  had  r e c o u r s e  to  
t h e  d e v ic e  o f  th e  c o a l i t i o n .  One p a r t y  a lw ays d om ina tes  the  
o t h e r s ,  and t h e r e  h a s  a lw ays  been a s i n g l e  l e a d e r ,  l e g i t i m a t e  
an d  acknow ledged by a l l  f a c t i o n s ,  though n o t  n e c e s s a r i l y  a 
man o f  pow er"(2 1 ) .
T h is  image o f  a  "homogeneous s o c i e t y  b u i l t  on a  v e r t i c a l  o rg a n i­
s a t i o n a l  p r i n c i p l e "  i n  which " th e  power a t  th e  to p  . . . alw ays succeeds
( 22 )i n  im p o s in g  i t s  aim s" , has  done much to  i n c r e a s e  th e  a la rm  w ith  
which o u t s i d e r s  have v iew ed th e  a r r i v a l  o f  th e  J a p a n e s e  m u l t i n a t io n a l  
c o r p o r a t i o n .  But i n  some c a s e s  t h i s  a la rm  has  been  b a s e d  on a m isunder­
s t a n d i n g  o f  th e  dynamics o f  Jap an ese  s o c i e t y .  N ak an e 's  " v e r t i c a l  
s o c i e t y "  r e f e r s  to  th e  fo rm a l  s t r u c t u r e  o f  s o c i a l  r e l a t i o n s h i p s ,  b u t  
a s  she  h e r s e l f  s t a t e s ,  th e  c e re m o n ia l  l e a d e r  ( f i r s t  Emperor and l a t e r  
Prime M i n i s t e r  i n  p o l i t i c a l  c o n te x t )  i s  " n o t  n e c e s s a r i l y  a  man o f  
pow er" . In d eed  i t  co u ld  be argued  t h a t  d e s p i t e  th e  fo rm a l  appea rance  
o f  t h i n g s ,  power i n  Jap an  ( a t  l e a s t  s i n c e  1868) has  a lw ays  been 
w ie ld e d  by  an o l i g a r c h y  o f  i n f l u e n t i a l  and o f t e n  com pe ting  i n d i v i d u a l s ;  
i n  th e  M e i j i  p e r io d  by th e  h a n d fu l  o f  dom inant r e f o r m e rs  whom h i s t o r i a n s  
i n  f a c t  r e f e r  to  a s  th e  " M e i j i  o l i g a r c h s "  ; i n  th e  T a ish o  and e a r l y  
Showa p e r io d s  by c o n f l i c t i n g  groups o f  p rom inen t p o l i t i c i a n s ,  b u reau ­
c r a t s  and  z a i b a t s u  l e a d e r s ,  and as  war a p p ro a c h e d ,  i n c r e a s i n g l y  by 
r i v a l  g ro u p in g s  w i t h i n  th e  armed f o r c e s ;  i n  th e  p o s t -w a r  p e r io d  by 
s h i f t i n g  c o a l i t i o n s  o f  p o l i t i c a l ,  b u r e a u c r a t i c  and b u s in e s s  i n t e r e s t s .
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The c o n t e n t io n  o f  t h i s  s tu d y  i s  t h a t  i f  we w ish  t o  compare th e  
Jap an ese  g o v e m m e n t-b u s in e s s  r e l a t i o n s h i p  w i th  th e  s t r u c t u r e  o f  a 
p r i v a t e  c o r p o r a t i o n ,  th e  com parison  sh o u ld  n o t  be w i th  th e  p re -w ar  
z a i b a t s u  o r  even  th e  w e s t e m - s t y l e  c o n g lo m e ra te ,  whose head  o f f i c e  
w ie ld s  de f a c t o  power o v e r  i t s  v a r io u s  b r a n c h e s ,  b u t  r a t h e r  w i th  th e  
more modern and  u n iq u e ly  Ja p a n e s e  k igyo  sh u d an , whose s t r u c t u r e  was 
d i s c u s s e d  i n  th e  p r e v io u s  c h a p t e r .  L ike  th e  k ig y o  sh u d a n , th e  
Jap an ese  "power e l i t e "  o p e r a t e s  w i th in  a framework o f  s h a r e d  i n t e r e s t  
and i d e n t i t y .  B u t,  a s  i n  th e  c a se  o f  th e  k igyo  shudan t h i s  framework 
le a v e s  s u b s t a n t i a l  scope  f o r  c o m p e t i t io n  and even c o n f l i c t  between th e  
g r o u p 's  component p a r t s .  J u s t  a s  th e  P r e s i d e n t s ’ C lub  d id  n o t  con­
s t i t u t e  th e  lo c u s  o f  r e a l  d e c is io n -m a k in g  in  th e  kifrvo s h u d a n , so in  
th e  J a p a n e s e  p o l i t i c a l  s t r u c t u r e  th e  p ro c e s s  o f  p o l i c y  fo rm a t io n  
shou ld  be lo o k e d  f o r  l e s s  i n  fo rm al g o v ern m en ta l  b o d ie s  such  a s  the  
C ab in e t  th a n  i n  in f o r m a l  g ro u p in g s  b ased  on p e r s o n a l  c o n t a c t  between 
l e a d in g  p o l i t i c i a n s ,  b u r e a u c r a t s  and bu s in essm en . L a s t l y ,  j u s t  a s  in  
th e  k ig y o  shudan  th e  r e l a t i v e  power o f  member com panies v a r i e s  a c c o rd ­
in g  to  c i r c u m s ta n c e s  and to  th e  p e r s o n a l i t i e s  o f  t h e i r  l e a d e r s ,  so in  
th e  g o v e rn m e n ta l  s t r u c t u r e  th e  i n f l u e n c e s  o f  p o l i t i c i a n s ,  m i n i s t r i e s  
and b u s in e s s  i n t e r e s t  g ro u p s  w i l l  depend upon th e  n a t u r e  o f  th e  
d e c i s i o n s  to  be made and on th e  p e r s o n a l i t i e s  o f  i n d i v i d u a l  d e c i s i o n ­
m akers.
M u l t i n a t i o n a l s  and J a p a n ' s  P o l ic y  Towards I n d o n e s ia ;  The Framework of 
Consensus
As we h ave  s e e n ,  t h e r e  a r e  two a p p ro a c h e s  to  th e  co n ce p t  o f  the  
m u l t i n a t i o n a l  a s  an  a g e n t  o f  n a t i o n a l  p o l i c y .  One app ro ach  em phasises  
th e  power o f  th e  s t a t e ,  which u s e s  home-based m u l t i n a t i o n a l s  to  pursue  
i t s  i n t e r e s t  a b ro a d .  The o t h e r  em phasises th e  power o f  th e  m u l t i n a t i o n a l ,  
which u s e s  th e  mechanisms of government to  back up i t s  v e n tu re s  o v e r s e a s .
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In  a c t u a l  p r a c t i c e ,  lo o k in g  a t  th e  c a se  o f  J a p a n 's  r e l a t i o n s  w ith  
S o u th e a s t  A s ia ,  i t  i s  v e r y  d i f f i c u l t  to  make the  d i s t i n c t i o n  which 
d i f f e r e n t i a t e s  th e s e  two a l t e r n a t i v e  a p p ro a c h e s .  F o r  m ost o f  the  p o s t ­
war p e r io d ,  a t  l e a s t  a s  f a r  a s  S o u th e a s t  A s ia  was co n c e rn e d ,  the  
i n t e r e s t s  o f  b u s in e s s  and what th e  governm ent co n c e iv e d  to  be the  
i n t e r e s t s  o f  th e  n a t i o n  w ere i n  harmony. There w ere ,  a s  we s h a l l  s e e ,  
few i n s t a n c e s  where governm ent and b u s in e s s  c o n f ro n te d  each  o th e r  a s  
such ,  and  few c a s e s  where one fo r c e d  i t s  p o l i c i e s  a g a i n s t  th e  b e t t e r  
judgement o f  th e  o t h e r .  Who t h e r e f o r e  was u s in g  whom?
I t  may be i l l u m i n a t i n g  to  s t a r t  w ith  some com parisons  w ith  th e  
p re -w ar  p e r i o d .  I n  p re -w a r  y e a r s  th e  i n t e r e s t s  o f  b u s in e s s  and govern­
ment i n  S o u th e a s t  A s ia  were g e n e r a l l y  harm onious . However, w ith  th e  
growing in v o lv em en t o f  Jap an  in  m ainland A s ia ,  th e  government began to  
take  an i n c r e a s i n g l y  a c t i v e  r o l e  in  p ush ing  economic l i n k s  w i th  th e  
"South  S e a s " .  T h is  in v o lv e d  th e  fo rm a t io n  o f  p u b l ic  p o l i c y  com panies, 
and, in  1940-41 , th e  use o f  businessm en  as  economic n e g o t i a t o r s  w ith  
th e  D utch E a s t  I n d i e s .  A lthough  the  fu n d am e n ta l  aims o f  governm ent 
and b u s in e s s  were n o t  a n t a g o n i s t i c ,  th e  governm ent was i n  t h i s  in s t a n c e  
more i n t e r e s t e d  i n  th e  o v e r a l l  Ja p a n e se  s t r a t e g y  i n  A s ia  th a n  in  th e  
p r o f i t a b i l i t y  o f  J a p a n e se  b u s in e s s  i n  th e  I n d i e s .  I n  th e  p o s t -w a r  
p e r io d  i t  i s  h a r d e r  to  f i n d  s i m i l a r  i n s t a n c e s  where th e  governm ent took 
a c l e a r  i n i t i a t i v e  i n  p o l i c i e s  tow ards I n d o n e s ia .  A lth o u g h , a t  a 
governm enta l l e v e l ,  a  r e p a r a t i o n s  agreem ent was s ig n e d  in  1958 and 
good r e l a t i o n s  were e s t a b l i s h e d  w ith  th e  S u h a r to  government from 1966 
onwards, t h e s e  p o l i c i e s  were c a r r i e d  ou t w i th  th e  s t r o n g  prom pting  o f  
p r i v a t e  b u s in e s s  and  w ith  b u s in e s s  i n t e r e s t s  c l e a r l y  in  mind. In  
g e n e r a l ,  to  borrow  P e m p e l 's  w ords, th e  government " s e rv e d  a s  a doorman
between dom est ic  J a p a n e se  s o c i e t y  and th e  i n t e r n a t i o n a l  a r e n a ,  d e t e r -
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mining what co u ld  e n t e r  o r  le a v e  Japan and on what c o n d i t io n s "  \
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b u t  l e a v in g  th e  p r e c i s e  shape o f  J a p a n ' s  economic r e l a t i o n s  w ith  
In d o n e s ia  v e ry  much i n  th e  hands o f  p r i v a t e  b u s in e s s .  I t  i s  on ly  s in c e  
th e  m id - l9 7 0 's  t h a t  th e  governm ent h a s  r e c o g n is e d  th e  need  to  assume 
more d i r e c t  c o n t r o l  o v e r  th e  developm ent o f  l i n k s  w i th  S o u th e a s t  A s ia ,  
a s  in d i c a t e d  by th e  v i s i t  o f  P rim e M in i s t e r  Fukuda to  ASEAN c o u n t r i e s  
i n  1977 and th e  s u b se q u e n t  i n c r e a s e  o f  l a r g e ,  g o v e rn m e n t-su p p o r ted  
in v e s tm e n t  p r o j e c t s  i n  I n d o n e s ia .
We can d e f in e  f o u r  d i f f e r e n t ,  though i n t e r - r e l a t e d ,  ways i n  
which Ja p a n e se  m u l t i n a t i o n a l  f i r m s  and th e  Ja p a n e s e  government have 
c o -o p e ra te d  i n  th e  c r e a t i o n  o f  J a p a n 's  r e l a t i o n s h i p  w ith  S o u th e a s t  
A s ia ;
a )  I n  th e  b r o a d e s t  s e n s e ,  by d e v e lo p in g  a  consensus  on i s s u e s  
su ch  as th e  need to  i n v e s t  o v e rs e a s  and th e  need to  deve lop  
fo r e ig n  s o u rc e s  o f  raw m a t e r i a l s ,  th e y  have j o i n t l y  shaped 
th e  framework w i th in  which f o r e i g n  p o l i c y  i s  made.
b) M u l t i n a t i o n a l  com panies have encouraged  th e  government to  
improve p o l i t i c a l  r e l a t i o n s  w ith  c o u n t r i e s  where th e y  
w ished  to  t r a d e  and  i n v e s t .
c )  I n  o t h e r  i n s t a n c e s ,  m u l t i n a t i o n a l  f i rm s  have expanded 
in d e p e n d e n t ly  a b ro a d ,  and  th e n ,  when t h e i r  o v e rse a s  a c t i v i t i e s  
e n c o u n te re d  p ro b le m s ,  have c a l l e d  on th e  J ap an ese  government 
f o r  p o l i t i c a l  o r  economic s u p p o r t .
d) In  many c a s e s  th e  government and b u s in e s s  g ro u p in g s  have 
j o i n t l y  and s im u l ta n e o u s ly  i n i t i a t e d  new developm ents  in  
r e l a t i o n s  w i th  I n d o n e s ia  and o t h e r  S o u th e a s t  A s ian  c o u n t r i e s .
Examples o f  a l l  th e s e  ty p e s  o f  g o v e rn m e n t-b u s in e s s  i n t e r - a c t i o n  
can  be found in  th e  h i s t o r y  o f  J a p a n 's  r e l a t i o n s  w i th  I n d o n e s ia .  But 
b e fo re  lo o k in g  a t  th e s e  exam ples ,  i t  i s  n e c e s s a ry  to  in t r o d u c e  th e  
d ra m a t is  p e rso n n ae  o f  b u s i n e s s ,  governm enta l and sem i-governm enta l 
b o d ie s  in v o lv e d ,  and to  look  in  a l i t t l e  more d e t a i l  a t  the  mechanisms 
o f  g o v e rn m e n t-b u s in e s s  c o - o p e r a t io n  i n  J ap an .
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T here  a r e  a  number o f  o r g a n i s a t i o n s  which c o - o r d i n a t e  and 
a r t i c u l a t e  th e  i n t e r e s t s  o f  J a p a n e se  b u s in e s s .  The most w id e - ra n g in g  
and i n f l u e n t i a l  o f  th e s e  i s  K e id an re n  ( K e iz a i  D an ta i  Rengokai -  th e  
F e d e r a t io n  o f  Economic O r g a n i s a t io n s )  which e x i s t s  to  r e p r e s e n t  th e  
i n t e r e s t s  o f  b ig  b u s in e s s  on a l l  r e l e v a n t  p o l i t i c a l  i s s u e s ,  ( i t  
sh o u ld  be n o te d  t h a t  k e id a n re n  i s  n o t  concerned  w i th  m anagem en t- labou r  
r e l a t i o n s  o r  pay b a r g a i n in g ,  which a r e  h a n d le d  by a  s e p a r a t e  o r g a n i s a ­
t i o n ) .  K e id a n re n *s many com m ittees  i n c lu d e  an In d o n e s ia  com m ittee ,  
e s t a b l i s h e d  i n  1967, w hich h a s  c a r r i e d  o u t  r e s e a r c h ,  p u b l i s h e d  p am p h le ts  
and o rg a n is e d  m e e t in g s  betw een p ro m in en t Japanese  bus inessm en  and 
b u s in e s s  and g o v ern m e n ta l  f i g u r e s  i n  I n d o n e s ia .  K eid an ren  i s  n o t  th e  
o n ly  forum f o r  th e  p o l i t i c a l  i n t e r e s t s  o f  b u s in e s s .  O th e rs  i n c lu d e  th e  
K e iz a i  Doyukai (Committee f o r  Economic Development) an in d e p e n d e n t  
g ro u p in g  o f  p rom inen t bus inessm en  whose p o l i c y  p ro p o s a l s  ten d  to  be 
more o v e r t l y  i d e o l o g i c a l ,  and sometimes r a t h e r  more l i b e r a l ,  th a n  th e  
co n sen su s  v iew s p u t  fo rw a rd  by K e id a n re n ; and N issho  (Nihon Shogyo 
K a ig ish o  -  J a p a n  Chamber o f  Commerce) J a p a n ' s  o l d e s t  b u s in e s s  a s s o c i a ­
t i o n ,  which b r in g s  t o g e t h e r  s m a l l e r  a s  w e l l  a s  l a r g e  com panies from a l l  
p a r t s  o f  th e  c o u n t ry .  The i n t e r e s t s  o f  s p e c i f i c  i n d u s t r i a l  s e c t o r s  
a r e  a l s o  r e p r e s e n t e d  by b o d ie s  such  a s  th e  Nihon Tekko Remmei ( t h e  
Japan  I r o n  and S t e e l  F e d e r a t io n )  and J id o s h a  Kogyo Kai ( t h e  A utom obile  
I n d u s t r y  A s s o c i a t i o n ) .
U sing  c o n v e n t io n a l  m odels o f  a  p l u r a l i s t i c  p o l i t i c a l  s y s te m ,  we 
would e x p e c t  th e s e  o i g a n i s a t i o n s  to  a c t  a s  p r e s s u r e  g ro u p s ,  lo b b y in g  
p o l i t i c a l  p a r t i e s ,  o r  o c c a s i o n a l l y  m i n i s t r i e s ,  f o r  d e s i r e d  changes  i n  
p o l i c y .  As s u g g e s te d  a l r e a d y ,  t h i s  model does  n o t  g iv e  an  a c c u r a t e  
gu ide  t o  th e  p o l ic y -m a k in g  p r o c e s s  i n  J a p a n .  I t  may however be u s e f u l  
to  borrow  i t  f o r  a  moment a s  an a n a l y t i c a l  t o o l  to  d i s t i n g u i s h  betw een 
th e  o r g a n i s a t i o n s  which e x i s t  to  c o - o r d in a t e  and e x p re s s  the  v iew s o f
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b u s in e s s  and th e  p o l i t i c a l  and a d m i n i s t r a t i v e  b o d ie s  w hich a re  
t h e o r e t i c a l l y  r e s p o n s i b l e  f o r  th e  fo rm a t io n  and e x e c u t io n  o f  p o l i c i e s .  
On th e  l e g i s l a t i v e  s i d e ,  because  o f  th e  dominance o f  th e  LDP, b ig  
b u s in e s s  h as  r e l a t i v e l y  l i t t l e  i n t e r e s t  i n  i n f l u e n c i n g  th e  p o l i c i e s  o f  
m i n o r i t y  p a r t i e s ,  a t  l e a s t  a s  f a r  a s  f o r e i g n  a f f a i r s  a r e  conce rned .
But th e  LDP, f a r  from b e in g  a  m o n o l i t h i c a l l y  u n i t e d  p a r t y ,  i s  more 
l i k e  a c o a l i t i o n  o f  f a c t i o n s ,  each g rouped  round a  p ro m in en t p o l i t i c a l  
p e r s o n a l i t y .  These f a c t i o n s  a re  n o t  d iv id e d  by s t r o n g  i d e o l o g i c a l  
d i f f e r e n c e s ,  though  they  may a t  t im es  a d o p t  oppos ing  s t a n d p o i n t s  on 
i n d i v i d u a l  p o l i c y  i s s u e s .  No s i n g l e  f a c t i o n  i s  l a r g e  enough to  con­
t r o l  th e  p a r t y  on i t s  own, and so th e  p ro c e s s  o f  c r e a t i n g  c a b i n e t s  
r e q u i r e s  t h a t  s e v e r a l  f a c t i o n s  a g re e  to  work t o g e t h e r ,  s u p p o r t in g  th e  
prime m i n i s t e r s h i p  o f  one f a c t i o n ' s  l e a d e r .  Because o f  t h i s  i t  i s  
im p o r ta n t  to  c u l t i v a t e  l i n k s  w ith  a l l  th e  main LDP f a c t i o n s ,  n o t  j u s t  
th e  one whose l e a d e r  i s  c u r r e n t l y  i n  power. As w e l l  a s  th e  f a c t i o n s ,  
which r e p r e s e n t  th e  p e r s o n a l  f o l lo w in g  o f  p o t e n t i a l  prime m i n i s t e r i a l  
c a n d i d a t e s ,  th e  LDP a l s o  c o n ta in s  a number o f  s u b -g ro u p s  and s tu d y  
c lu b s  w hich r e p r e s e n t  s p e c i f i c  p o l i c y  i n t e r e s t s .  One example i s  the 
A s i a - A f r i c a  P roblem s S tudy  Group, c r e a t e d  by l i b e r a l  LDP members, which 
in  th e  1960*s s u p p o r te d  th e  r e c o g n i t i o n  o f  th e  P e o p l e ' s  R ep u b lic  of 
China and a l s o  backed  S u k a rn o 's  p o s i t i o n  i n  th e  K o n f r o n ta s i  w ith  
M a la y s ia .  Such g ro u p s ,  however, n o rm a l ly  r e p r e s e n t  i n t e r e s t s  o u ts id e
th e  m a in s tream  o f  LDP p o l i t i c s ,  and have much l e s s  i n f l u e n c e  on the
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p o l ic y -m a k in g  p r o c e s s  th a n  th e  f a c t i o n s  m entioned  e a r l i e r  .
I n  th e  a d m i n i s t r a t i o n ,  th e  main b o d ie s  co n ce rn ed  w i th  r e l a t i o n s  
w ith  S o u th e a s t  A s ia  a r e  th e  F o re ig n  M i n i s t r y ,  th e  M i n i s t r y  o f  I n t e r ­
n a t i o n a l  T rade  and I n d u s t r y  (MITI) and to  a l e s s e r  e x t e n t  th e  Finance 
M in i s t r y .  The F o re ig n  M in is t r y  o f  co u rse  h a s  o v e r a l l  r e s p o n s i b i l i t y  
f o r  r e l a t i o n s  w ith  o th e r  n a t i o n s ,  but because  o f  th e  h ig h l y  econonic
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n a tu re  o f  J a p a n ’s p o s t -w a r  l i n k s  w i th  S o u th e a s t  A s i a ,  a  p a r t i c u l a r l y  
im p o r ta n t  r o l e  h a s  been  p la y e d  by MITI. MITI, f o r  exam ple , has  been 
r e s p o n s ib le  f o r  v e t t i n g  f o r e i g n  in v e s tm e n t  p r o p o s a l s  and f o r  c o - o r d i n a t i n g  
l a r g e - s c a l e  " n a t i o n a l "  p r o j e c t s  l i k e  th e  Asahan P r o j e c t .  A p a r t  from 
th e  m i n i s t r i e s  th e m se lv e s  th e  im p o rtan ce  o f  s e v e r a l  o t h e r  o f f i c i a l  
b o d ie s  sh o u ld  be n o te d .  The Bank o f  Japan and th e  E x p o r t - Im p o r t  Bank 
(u n d e r  th e  c o n t r o l  o f  th e  M in i s t r y  o f  F inance)  p ro v id e  f i n a n c i a l  
s u p p o r t  f o r  f o r e i g n  in v e s tm e n t  p r o j e c t s .  The O v erseas  Economic 
C o -o p e ra t io n  Fund ( OECF), u n d e r  th e  j u r i s d i c t i o n  o f  th e  Economic 
P lan n in g  A gency, i s  th e  main body r e s p o n s ib l e  f o r  th e  d is b u rs e m e n t  o f  
J ap an ese  o f f i c i a l  a i d ,  in c lu d in g  s o f t  lo a n s  to  some p r i v a t e  in v e s tm e n t  
p r o j e c t s  in  l e s s  deve loped  c o u n t r i e s .  The Japan  I n t e r n a t i o n a l  
C o -o p e ra t io n  Agency (J IC A ), u n d e r  th e  F o re ig n  M i n i s t r y ,  d e a l s  w i th  
t e c h n i c a l  a s s i s t a n c e .  L a s t l y ,  a p u b l i c  c o r p o r a t i o n ,  th e  Jap an  P e tro leum  
Development C o r p o r a t io n  (JPDC), p ro v id e s  f i n a n c i a l  a s s i s t a n c e  to  p r i v a t e  
f i rm s  engaged in  o v e r s e a s  o i l  e x p l o r a t i o n .
But th e  r e l a t i o n s h i p  between th e s e  p o l i t i c a l  and  o f f i c i a l  b o d ie s  
and th e  b u s in e s s  g ro u p s  d i s c u s s e d  above i s  f a r  c l o s e r  and more complex 
th a n  th e  n o t i o n  o f  " p r e s s u r e  g roups"  and " lo b b y in g "  would s u g g e s t .  In  
t h i s  c o n te x t  we need  to  c o n s id e r  th e  p a r t i c u l a r  im p o r ta n c e  o f  two 
mechanisms f o r  c o - o r d i n a t i n g  th e  i n t e r e s t s  o f  governm ent and  b u s in e s s .  
These a r e ,  f i r s t l y ,  th e  l a r g e  number o f  a d v is o ry  co m m ittees  and r e s e a r c h  
b o d ie s  e s t a b l i s h e d  by th e  v a r io u s  m i n i s t r i e s ,  and s e c o n d ly ,  th e  many 
i n f l u e n t i a l  p r i v a t e l y - f i n a n c e d  r e s e a r c h  g ro u p s .  One form o f  governm ent-  
a p p o in te d  a d v i s o r y  com m ittee i s  t y p i f i e d  by Sankosh in  (Sangyo Kozo 
S h in g ik a i  -  t h e  C o u n c il  on I n d u s t r i a l  S t r u c t u r e ) .  S an k o sh in  b r i n g s  
t o g e th e r  p ro m in en t aca d e m ic s ,  b u s in e s s  l e a d e r s  and b u r e a u c r a t s  to  con­
s i d e r  lo n g - te rm  t r e n d s  i n  th e  Japanese  i n d u s t r i a l  s t r u c t u r e .  I t s  
d e l i b e r a t i o n s  a r e  p u t  t o g e t h e r  in t o  an n u a l  r e p o r t s  to  th e  M in i s t e r  f o r
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I n t e r n a t i o n a l  T rade  eind I n d u s t r y .  A much l a r g e r  and more fo r m a l ly  
s t r u c t u r e d  a d v i s o r y  body i s  A .liken ( A j la  K e iz a i  Kenkyusho -  l i t e r a l l y  
th e  A s ia  Economic R esea rc h  B ureau ,  b u t  n o rm a l ly  known i n  E n g l is h  a s  th e  
I n s t i t u t e  o f  D eve lop ing  E conom ies) .  A .jiken i s  a u d i t e d  by MITI and 
f in a n c e d  l a r g e l y  from governm ent s o u r c e s .  I t  m a in ta in s  a l a r g e  s t a f f ,  
ab road  a s  w e ll  a s  i n  J ap an  and co n d u c ts  r e s e a r c h  i n t o  th e  problem s o f  
developm ent p a r t i c u l a r l y  i n  South  and S o u th e a s t  A s ia .  I t s  r e p o r t s  do 
n o t  n e c e s s a r i l y  r e p r e s e n t  th e  view o f  th e  government o r  o f  J a p a n e se  
o v e r s e a s  i n v e s t o r s ,  b u t  by b r in g in g  t o g e t h e r  th e  v a r io u s  i n t e r e s t s  
in v o lv e d  in  J a p a n ’s r e l a t i o n s  w ith  th e  T h i rd  World, i t  u ndoub ted ly  
h e lp s  to  shape th e  p o l i c i e s  b o th  o f  J a p a n e s e  m u l t i n a t i o n a l s  and o f  
J a p a n e se  governm ent.
The work o f  A.iiken i s  p a r a l l e l e d  to  some e x t e n t  by t h a t  o f  
p r i v a t e l y - f i n a n c e d  b o d ie s  l i k e  th e  I n t e r n a t i o n a l  Development C en tre  o f  
Japan (ID C J),  headed by th e  p rom inen t developm ent econom ist (and 
F o re ig n  M i n i s t e r  from 1979 to  1980), O k i ta  Saburo . But th e  d i s t i n c ­
t i o n  betw een  o f f i c i a l l y - f i n a n c e d  and p r i v a t e l y - f i n a n c e d  r e s e a r c h  
g roups  i s  n o t  a s h a rp  one. The IDCJ a l s o  r e c e iv e s  some governm ental 
s u p p o r t ,  and h as  p re p a re d  r e p o r t s  f o r  th e  governm ent a s  w e ll  a s  a c t i n g  
a s  c o n s u l t a n t  to  m u l t i n a t i o n a l  com panies. The same f u s io n  o f  i n t e r e s t s  
a p p l i e s  to  the  v e ry  l a r g e  and i n f l u e n t i a l  p r i v a t e  r e s e a r c h  b o d ie s  
such  a s  th e  Nomura R esea rch  I n s t i t u t e  and M i ts u b is h i  R esea rc h  I n s t i t u t e  
whose f a r - r a n g i n g  r e p o r t s  on economic and i n t e r n a t i o n a l  t r e n d s  have an 
undoubted  im pact on th e  th in k in g  o f  t h e  p o l i t i c a l  and b u s in e s s  
l e a d e r s h i p .
L a s t l y ,  g r e a t  em phasis must a l s o  be p u t  on th e  c lo s e  p e r s o n a l  
t i e s  which e x i s t  betw een p rom inen t governm en ta l  and b u s in e s s  f i g u r e s  
in d e p e n d e n t ly  o f  the  fo rm al s t r u c t u r e s  o f  p o l i c y  making. I t  i s  he re  
t h a t  the  r o l e  o f  th e  z a i k a i  ( l i t e r a l l y  " f i n a n c i a l  c i r c l e " )  becomes
I n ­
s i g n i f i c a n t .  The term z a i k a i  a p p l i e s  to  the  very  h i g h e s t  eche lon  o f
b ig  b u s in e s s  l e a d e r s h i p ,  whose members have become n a t i o n a l  f i g u r e s  in
t h e i r  own r i g h t .  Z a i k a i  members, hav ing  reached the  ceremonial  peak
of the  h i e r a r c h y  i n  the  l a r g e s t  p r i v a t e  c o r p o r a t i o n s  no lo n g e r  need to
devote a l l  t h e i r  e n e r g i e s  to  company b u s i n e s s .  They a r e  t h e r e f o r e
ab le  to ta ke  an  a c t i v e  r o l e  in  n a t i o n a l  a f f a i r s .  Because o f  t h i s ,  and
because  of  t h e i r  lo n g  e x p e r i e n c e  in  the  h i g h e r  ranks  o f  J apanese
f i n a n c i a l  l i f e ,  t h e y  w i l l  have had o p p o r t u n i t i e s  to  c u l t i v a t e  c l o s e
co n n ec t io n s  with  l e a d i n g  f i g u r e s  in  th e  m i n i s t r i e s  and the  LDh. As
Bryant  has  n o t e d ,  z a i k a i  l e a d e r s  tend  to  t a ke  a wide view o f  p o l i t i c a l
i s s u e s ,  r a t h e r  than  a c t i n g  s t r i c t l y  a s  l o b b y i s t s  f o r  the  d a y - to - d a y
i n t e r e s t s  of  t h e i r  own c o r p o r a t i o n ,  and t h i s  f a c t  may h e l p  to e x p l a in
the  undoubted,  though n o t  e a s i l y  q u a n t i f i a b l e ,  i n f l u e n c e  which they
( 26 )e x e r t  on the development o f  J a p a n ' s  f o r e i g n  r e l a t i o n s  .
We can now beg in  to  f i t  the  a c t i v i t i e s  of  t h e se  v a r i e d  o r g a n i s a ­
t i o n s  and i n d i v i d u a l s  i n t o  th e  framework o f  the  fo u r  ty p e s  o f  government- 
b u s in e s s  i n t e r a c t i o n  o u t l i n e d  a t  the  b e g inn ing  of  t h i s  s e c t i o n .  F i r s t ,  
l e t  us c o n s i d e r  t h e  b road  b a s i s  of  consensus  on the aims o f  J a p a n ' s  
o verseas  economic p o l i c y .  From the p o s t -w a r  r e t u r n  o f  J a p a n  to  th e  
Asian p o l i t i c a l  arena u n t i l  t h e  e a r l y  1970 's  th e  p r e v a i l i n g  approach  to  
r e l a t i o n s  w i th  S o u th e a s t  Asia  was a s imple  one.  Japan  needed South­
e a s t  A sian  raw m a t e r i a l s ;  S o u th e a s t  A s ia  needed Japan as  a source of  
manufac tu red  goods and o f  f i n a n c i a l  a s s i s t a n c e  to  a c h i e v e  economic 
development;  th e  two s h ou ld  t h e r e f o r e  c o - o p e r a t e  th rough  t r a d e ,  
r e p a r a t i o n s ,  p r i v a t e  i n v e s tm e n t  and economic a i d .  This  argument cou ld  
be,  and o f t e n  was, ex p re s s e d  in  terms which borde red  on economic 
de termin ism -  a s  i f  Japan  and S ou thea s t  Asia could be seen a s  p i e c e s  
o f  a j i g s a w  j u s t  w a i t i n g  f o r  someone to put  them t o g e t h e r .  And the 
assumption  was t h a t  com ple t ing  the  j i g sa w  would be to  th e  mutual  advan­
tage  of  a l l  conce rned .  The l o g i c  of  t l i i s  vras, however,  n o t  gu' ’ •
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overwhelming a s  i t  m ight a p p e a r .  S o u th e a s t  A sia  was n o t  th e  on ly  
p o s s i b le  m a rk e t  f o r  J ap an ese  m a n u fa c tu red  goods. The developm ent o f  
t r a n s p o r t a t i o n  made g e o g ra p h ic a l  p ro x im ity  l e s s  im p o r ta n t  th a n  i t  had 
been in  th e  p a s t ,  w h ile  th e  b a r r i e r s  to  improved r e l a t i o n s  w i th  some 
n e ig h b o u r in g  a r e a s ,  such  a s  th e  S o v ie t  Union and C h in a ,  w ere p o l i t i c a l  
r a t h e r  th a n  g e o g r a p h ic a l  o r  economic ones .
The co n sen su s  on th e  need f o r  c lo s e  economic r e l a t i o n s  w ith  
S o u th e a s t  A s ia  d id  n o t  a r i s e  s p o n ta n e o u s ly ,  t h e r e f o r e ,  b u t  was con­
s c i o u s l y  promoted by v a r i o u s  l o o s e l y  i n t e r - r e l a t e d  g ro u p s  o f  b u s in e s s ­
men, p o l i t i c i a n s  and e c o n o m is ts .  As e a r l y  as  1951, f o r  exam ple, a 
group o f  bus inessm en  l e d  by M atsunaga Yasuzaemon, th e  l e a d in g  f i g u r e  
i n  th e  J a p a n e se  e l e c t r i c a l  power i n d u s t r y ,  formed a  p r i v a t e  A sia  
Economic C o u n c i l  to  p r e s s  f o r  improved r e l a t i o n s  w i th  S o u th e a s t  A s ia .  
T h is  g ro u p ,  which in c lu d e d  a  number o f  prom inent z a i k a i  l e a d e r s ,  was 
f r e q u e n t l y  c o n s u l t e d  by th e  Y oshida a d m in i s t r a t i o n  on m a t t e r s  conce rned  
w ith  S o u th e a s t  A s ian  p o l i c y .  I t  was succeeded  by a  s e r i e s  o f  o th e r  
s i m i l a r  b o d ie s ,  some sp o n so re d  by governm ent, o t h e r s  e s t a b l i s h e d  by 
p r i v a t e  b u s in e s s  f i g u r e s  which h e lp e d  to  l a y  down th e  g u i d e l i n e s  f o r
( 2 7 )J a p a n 's  p o l i c y  tow ards  S o u th e a s t  A sia  in  th e  1 9 5 0 's  and 1960 ' s  
The u n d e r ly in g  th i n k in g  o f  th e  " p ro -S o u th e a s t  A sia"  b u s in e s s  community 
a t  t h i s  tim e was w e l l  e x p re s s e d  by Fujiyam a A i i c h i r o ,  a businessm an 
tu rn e d  p o l i t i c i a n  and th e  son o f  Fujiyam a R a i t a ,  whose p l a n t a t i o n  
i n t e r e s t s  i n  th e  p re -w a r  I n d ie s  were m entioned  i n  C h a p te r  I ;
" J a p a n ,  o v e rp o p u la te d  and m eagerly  endowed w ith  raw m a t e r i a l  
r e s o u r c e s ,  l i v e s  by t r a d e .  In  o rd e r  to  e n s u re  h e r  economic 
s t a b i l i t y  and  grow th i t  i s  im p e ra t iv e  t h a t  we make s p e c i a l  
e f f o r t s  f o r  th e  ex p an s io n  o f  f o r e ig n  t r a d e .  . . . However, 
m ost o f  th e  S o u th e a s t  A sian  c o u n t r i e s  a r e  f a c e d  w i th  immense 
d i f f i c u l t i e s  i n  b a la n c in g  t h e i r  i n t e r n a t i o n a l  paym ents , and 
s h o r t a g e  o f  f o r e ig n  exchange i s  b lo c k in g  t h e i r  economic 
developm ent e f f o r t s .  So what we must do i s  to  im p o rt  a s  much 
a s  p o s s i b l e  from th e s e  c o u n t r i e s  th e  p r im ary  p r o d u c ts  which 
c o n s t i t u t e  t h e i r  m a jo r  e x p o r t  i t e m s ,  and th e re b y  h e lp  to  
i n c r e a s e  t h e i r  p u rc h a s in g  power"(2 8 ) .
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I t  should  not  be im p l i e d ,  however,  t h a t  i t  was bus inessmen a lone  who 
c r e a te d  the framework f o r  J a p a n e s e  t h i n k i n g  on S o u th e a s t  A s ia  in  the 
immediate pos t -w ar  p e r i o d .  What can be s a i d  i s  t h a t  t o g e t h e r  w i th  a 
number o f  prominent  p o l i t i c i a n s  and academic f i g u r e s  th e  " S ou theas t  
Asia lobby" c o n t r i b u t e d  to  a pool  o f  sha red  i d e a s  from which Japanese  
p o l i c y  c o n t i n u a l l y  drew i t s  i n s p i r a t i o n  and i t s  imagery .  The words of 
Fujiyama t h e r e f o r e  echo an  a r t i c l e  w r i t t e n  fo u r  y e a r s  e a r l i e r  by 
Okita Saburo:
" I t  w i l l  be seen  . . . t h a t  Japan  i s  h e a v i l y  dependent  f o r  a 
wide v a r i e t y  o f  e s s e n t i a l  commodit ies  on S o u t h e a s t  Asian 
n a t i o n s  which p o s s e s s  l a r g e  p o t e n t i a l  f o r  f u t u r e  development 
of  r e s o u r c e s .
"Moreover,  i t  happens t h a t  a  h ig h  p r o p o r t i o n  o f  th e  commodit ies  
imported by Japan from S o u th e a s t  Asia c o n s i s t s  o f  bulk  i t ems 
f o r  which cus tomers  t e n d  to  be hard  to  come by because  of  
s h ip p in g  and o t h e r  c o s t s  when d i s t a n c e s  a r e  g r e a t .  T h e re fo re ,  
i n c r e a s e  i n  p u rchases  by Japan  w i l l  undoubted ly  c o n t r i b u t e  
a p p r e c i a b ly  towards h i g h e r  p r o d u c t io n  and income on the p a r t  
of  n a t i o n s  of  th e  a r e a .  . . .
" I t  goes w i th o u t  s a y in g  t h a t  b e t t e rm e n t  of  economic c o n d i t i o n s  
in  the  a r e a  means improvement of  the chances  f o r  s t e a d i l y  
expanding e x p o r t s  to  t h a t  r e g io n .  Consequen t ly ,  i n  the lo ng  
r u n , such a c t i o n  on t h e  p a r t  o f  Japan w i l l  redound t o  h e r  own 
b e n e f i t " (29) .
And th e  same concept  was c a r r i e d  th rough  u n t i l  the  l a t e  I 9 6 0 ’s when 
Kawashima S h o j i r o ,  S e c r e t a r y - G e n e r a l  o f  the  LDP s t a t e d :
"Although the  l e a d e r s h i p  o f  Indones ia  has  changed,  J a p a n ' s  
b a s i c  p o l i c y  toward I n d o n e s i a  has  remained u n a l t e r e d .  I t  
i s  to  t i e  Japanese  economic power and techno logy  to  
I n d o n e s i a ' s  r i c h  n a t u r a l  r e s o u r c e s  i n  o rd e r  to  promote th e  
p r o s p e r i t y  of  bo th  c o u n t r i e s " ( 3 0 ) .
But by 1970 th e  n a t u r e  o f  th e  consensus on J a p a n ' s  r e l a t i o n s h i p  w i th  
S o u th ea s t  Asia was beg inn ing  to  a l t e r .  The emphasis  now v?as i n c r e a s ­
i n g l y  on inves tm en t  a s  w el l  as  t r a d e  and,  r a t h e r  than  s e e in g  a n a t u r a l  
cor respondence  between i n d u s t r i a l i s e d  Japan and r e s o u r c e - r i c h  Southeas" 
A s i a ,  p o l i t i c i a n s  and businessmen were beg inn ing  to  speak of  th e  need
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f o r  J a p a n  to  t r a n s fo rm  i t s  i n d u s t r i a l  s t r u c t u r e  i n  o r d e r  b o th  to  o v e r ­
come i n t e r n a l  economic problem s and to  p r e v e n t  th e  deve lopm ent o f  
o th e r  A s ian  c o u n t r i e s  from b lo c k in g  th e  f u r t h e r  d eve lopm en t o f  the  
J a p a n e se  economy. The c e n t r a l  f e a t u r e  o f  th e  new a p p ro a c h  was t h e r e f o r e  
th e  t r a n s f e r  o f  i n d u s t r i e s  to  l e s s  dev e lo p ed  p a r t s  o f  A s i a .  Here a g a in  
we se e  th e  convergence  o f  v iews betw een b u s in e s s ,  governm ent and 
academ ics  -  th e  emergence o f  a  co n ce p t  o f  r e l a t i o n s  w i th  S o u th e a s t  
A sia  which i s  th e n  r e p e a t e d l y  ta k e n  up and d eve loped  i n  o f f i c i a l  
r e p o r t s ,  p o l i t i c a l  sp eech e s  and th e  p u b l i c  s ta t e m e n t s  o f  b u s in e s s  
l e a d e r s ,  and which g r a d u a l l y  becomes a c c e p te d  a s  t h e  fo u n d a t io n  on 
which p r a c t i c a l  p o l i c i e s  a r e  b u i l t .
The grow ing r e c o g n i t i o n  o f  the  need  to  t r a n s fo rm  th e  Jap an ese  
i n d u s t r i a l  s t r u c t u r e  can  be se e n ,  f o r  exam ple, in  th e  s t a t e m e n t  o f  
F u j i t a  C h u j i r o  o f  M i t s u b is h i  S h o j i ,  i n t r o d u c i n g  h i s  com pany 's  1970 
an n u a l r e p o r t ;
"D om estic  a c t i v i t i e s ; MSK in t e n d s  to  be a  l e a d e r  i n  en co u ra g in g  
th e  grow th  and r a t i o n a l i s a t i o n  o f  p ro d u c t io n  i n  J a p a n .  I t  
w i l l  a d a p t  p rom ptly  t o  changes i n  th e  i n d u s t r i a l  s t r u c t u r e .
I t  w i l l  a c c e l e r a t e  i t s  advances  i n t o  new f i e l d s  o f  i n d u s t r y ,  
such  a s  h o u s in g ,  r e g io n a l  and u rb a n  d ev e lo p m en t ,  th e  in fo rm a­
t i o n  and knowledge i n d u s t r y ,  and o th e r s  c o n n e c te d  w ith  th e  
p r e v e n t io n  o f  p o l l u t i o n .  , . .
" O verseas  b u s in e s s  a c t i v i t i e s ; MSK p la n s  f u r t h e r  ex p an s io n  o f  
a c t i v i t i e s  t h a t  w i l l  c o n t r i b u t e  to  th e  com pany 's  g row th  w h ile  
a i d i n g  l o c a l  economies th ro u g h  m a n u fa c tu r in g  a c t i v i t i e s ,  
developm ent o f  r e s o u r c e s  and p u rc h a s in g  o f  raw m a t e r i a l s " (5 1 ) .
The f o l l o w i n g  y e a r  th e  concep t r e c e iv e d  i t s  f i r s t  o f f i c i a l  
s u p p o r t  i n  S a n k o s h in ' s  1971 r e p o r t .  In  1974 S an k o sh in  (whose members 
in c lu d e d  A risaw a Hiromi o f  th e  Japan  Atomic I n d u s t r i a l  Forum and th e  
u b iq u i to u s  O k ita  Saburo) r e -e m p h a s is e d  th e  c o n c e p t  o f  i n d u s t r i a l  t r a n s ­
fo rm a t io n  in  J a p a n  and went on to  p ropose  t h a t ;
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" i n d u s t r i a l  b ra n c h e s  such  a s  t e x t i l e s  which in v o lv e  a  low d e g re e  
o f  p r o c e s s in g  and  g e n e ra te  low added v a lu e  s h o u ld  be moved to  
d e v e lo p in g  c o u n t r i e s  where la b o u r  c o s t s  a r e  low . . .  so t h a t  
Japan  can c o n c e n t r a t e  on h ig h ly  te c h n o lo g y -  and know ledge- 
i n t e n s i v e  i n d u s t r i e s .  A lso ,  th e  s h a re s  i n  o u r  g ro s s  o u tp u t  
sh o u ld  be lo w ered  f o r  i n t e r m e d i a te  i n d u s t r i a l  m a t e r i a l s  such  a s .  , 
c rude  s t e e l ,  p e t ro c h e m ic a l s ,  n o n - f e r r o u s  m e ta l s  and p u lp ,  . . /
The theme o f  such  a  "dynam ic d i v i s i o n  o f  la b o u r"  was ta k e n  up i n  th e  
same y e a r  by Hashimoto E i i c h i ,  Chairman o f  M its u i  Bussan and  o f  
K e id a n re n *s I n d o n e s ia  com m ittee ,  when he made th e  f o l l o w in g  p r e d i c t i o n  
to  th e  f i r s t  J a p a n - ln d o n e s i a  Colloquium :
"A ccord ing  to  a  c e r t a i n  Ja p a n e se  r e s e a r c h  i n s t i t u t e ,  J a p a n e s e  
im p o rts  w i l l  r e a c h  93 ,000 m i l l i o n  d o l l a r s  i n  1980, and im p o r ts  
o f  p ro d u c ts  l i k e  s t e e l ,  t e x t i l e s  and sund ry  goods w i l l  amount 
to  20 ,800  m i l l i o n  d o l l a r s .  I f  i n t e r m e d i a t e  p ro d u c ts  a r e  added 
to  th e  am ount, im p o r ts  o f  (m anufac tu red )  p ro d u c ts  w i l l  occupy 
h a l f  th e  t o t a l  J a p a n e s e  im p o r ts .  I n  o t h e r  words, e x p o r t  
i n d u s t r i e s  o f  I n d o n e s ia  w i l l  have a m arket o f  a b o u t 20 ,000  
m i l l i o n  d o l l a r s  i n  Japan  a lo n e  i n  th e  f u t u r e .
" T h e r e f o r e ,  a t  a  t im e  when In d o n e s ia  e n t e r s  th e  t h i r d  f i v e -  
y e a r  p la n  and h e r  i n d u s t r i a l i s a t i o n  i s  i n  f u l l  sw ing, Japan  
w i l l  n o t  o v e r lo o k  In d o n e s ia  a s  a  s o u rc e  o f  p r o d u c ts  o f  v a r io u s  
k i n d s " ( 3 3 ) .
I f  in  r e t r o s p e c t  th e  p r o p h e c ie s  in  t h i s  s ta te m e n t  seem to  have been 
r a t h e r  w i ld ,  th e  u n d e r ly i n g  approach  c o n t in u e s  t o  g u id e  J a p a n ' s  image 
of  i t s  f u t u r e  r e l a t i o n s h i p  w i th  S o u th e a s t  A s ia ,  and h as  found p r a c t i c a l  
e x p re s s io n  i n  m easures  su ch  a s  the  1976 Sm all and Medium E n t e r p r i s e s  
C onvers ion  Law d e s ig n e d  to  h e l p  th e  r e s t r u c t u r i n g  o f  u n c o m p e t i t iv e  
i n d u s t r i e s  a t  home, and i n  th e  growth o f  Jap an ese  in v e s tm e n t  i n  e x p o r t -  
o r i e n t a t e d  m a n u fa c tu r in g  i n  In d o n es ia  and o t h e r  S o u th e a s t  A sian  
c o u n t r i e s .
The c r e a t i o n  o f  b r o a d ly  a c c ep ted  g u i d e l i n e s  f o r  th e  shape o f  
J a p a n 's  r e l a t i o n s h i p  w i th  S o u th e a s t  A sia  shows th e  J a p a n e se  p r o c e s s  o f  
consensus  b u i l d i n g  a t  i t s  sm oothest and most e f f e c t i v e .  In  th e  fo rm u la ­
t i o n  o f  more d e t a i l e d  p r a c t i c a l  p o l i c y  m easures  th e  p r e s s u r e s  o f  v a r i e d  
i n t e r e s t  g ro u p s  a r e  r a t h e r  more e v id e n t ,  and th e  consensus  between
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government and b u s in e s s  i s ,  as we s h a l l  s ee  l a t e r ,  l e s s  th a n  p e r f e c t .
F i r s t ,  how ever, we s h a l l  c o n s id e r  some c a s e s  where b u s i n e s s  p r e s s u r e s  
le d  to  p o l i c y  i n i t i a t i v e s  tow ards  I n d o n e s ia ,  and th u s  opened  th e  way 
to  i n c r e a s e d  o p p o r t u n i t i e s  f o r  t r a d e  an d  in v e s tm e n t .  The f i r s t  m a jo r  
p o s t -w a r  p o l i c y  m easure tow ards  I n d o n e s ia  was th e  s i g n i n g  o f  a  Peace 
T re a ty  and R e p a ra t io n s  Agreement i n  J a n u a ry  1958. As P r o f e s s o r  N is h ih a ra  
has shown i n  h i s  d e t a i l e d  a n a l y s i s  o f  t h i s  phase o f  J a p a n - I n d o n e s ia  
r e l a t i o n s ,  a group o f  p rom inen t bus inessm en  in c lu d in g  M atsunaga Yasuzaemon, 
I s h i h a r a  H i r o i c h i r o  (on whom see  C h a p te r  l )  and K obayash i A ta ru  ( l a t e r  
a d v i s o r  to  the  N o rth  Sumatra O i l  Development C o r p o r a t io n )  p la y ed  a 
c e n t r a l  p a r t  i n  s h a p in g  th e  r e p a r a t i o n s  ag reem en t,  n o t  o n ly  th ro u g h  
t h e i r  c o n n e c t io n s  w i th  p o l i t i c a l  f i g u r e s  i n  J a p a n ,  b u t  a l s o  by p e r s o n a l l y  
engaging  i n  p r e p a r a t o r y  n e g o t i a t i o n s  w ith  p rom inen t c o n t a c t s  in  
I n d o n e s i a ^ ^ . In  th e  1 9 5 0 's  t h e r e  had been  some r e s i s t a n c e  in  J a p a n e se  
p o l i t i c a l  q u a r t e r s  to  th e  payment o f  r e p a r a t i o n s  to  I n d o n e s i a .  I t  was 
a rg u e d , amongst o t h e r  t h i n g s ,  t h a t  th e  co n ce p t  o f  r e p a r a t i o n s  was n o t  
a p p l i c a b l e  to  I n d o n e s ia ,  s in c e  Japan  had n e v e r  been  a t  w ar w ith  
I n d o n e s ia  i t s e l f .  B u t,  a s  th e  Ja p a n e s e  economy r e v i v e d ,  th e  p o t e n t i a l  
o f  S o u th e a s t  A sian  n a t i o n s  a s  t r a d i n g  p a r t n e r s  became a  c e n t r a l  theme 
i n  th e  p o l i t i c a l  s t a t e m e n t s  o f  b u s in e s s  o r g a n i s a t i o n s .  By 1958 K eidanren  
was a l r e a d y  em phasis ing  th e  need f o r  r e p a r a t i o n s  s e t t l e m e n t s  to  promote
( 35 )norm al t r a d e  r e l a t i o n s  w ith  S o u th e a s t  A s i a '  . The id e a  was ta k e n  up 
by p o l i t i c i a n s  l i k e  M iki Takeo o f  th e  LDP (a  f u t u r e  P rim e M in i s t e r )  who 
w ro te  i n  1957:
"Some e lem en ts  w i th i n  th e  Government a r e  s a i d  to  be i n  fa v o u r  
o f  d e f e r r i n g  th e  s e t t l e m e n t  o f  th e  In d o n e s ia n  r e p a r a t i o n s  because  
o f  th e  u n fa v o u ra b le  economic c o n d i t io n  in  J a p a n ,  b u t  i t  sh o u ld  
be known t h a t  t h i s  th e o ry  ru n s  c o u n te r  to  t h e  p o l i c y  o f  th e  
L ib e ra l -D e m o c ra t ic  P a r ty .  The v iew  i s  a b s u r d ly  i l l o g i c a l .  . . .
" In d o n e s ia  i s  one o f  th e  S o u th e a s t  A sian  c o u n t r i e s  w i th  th e  
l a r g e s t  p o t e n t i a l i t i e s  which can be d e v e lo p ed  w ith  th e  h e lp  
o f  J a n a n .  . . . " (3 6 )
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The p o in t  was even  more p l a in ly  e x p re s se d  by Fu jiyam a A i ic h i r o ,  th e n  
F o re ig n  M in is te r ,  soon  a f t e r  th e  s ig n in g  o f  th e  ag reem en t w ith  In d o n e s ia :
" I t  i s  g r a t i f y i n g  t h a t  r e p a r a t io n s  ag ree m en ts  have been  con­
c lu d e d  w ith  Burma, th e  P h i l ip p in e s  and In d o n e s ia ,  w h ile  
a n o th e r  i s  u n d e r  n e g o t ia t io n s  w ith  V ietnam . The f a c t  t h a t  
a l l  th e  r e p a r a t io n s  ag reem en ts  now in  fo rc e  c o n ta in  p ro v is io n s  
r e l a t i n g  to  econom ic c o -o p e ra t io n  d e m o n s tra te s  o u r  i n t e n t i o n  
n o t  o n ly  to  in d e m n ify  th e  s ig n a to ry  pow ers b u t  a l s o  to  con­
t r i b u t e  to  t h e i r  econom ic r e h a b i l i t a t i o n  and developm ent.
"O ur p o s i t i v e  c o -o p e ra t io n  tow ard th e  econom ic developm ent 
o f  th e s e  c o u n t r i e s  i s  c a lc u la te d  to  e n l iv e n  o u r e x p o r t 
t r a d e " ( 3 7 ) .
The r e f e r e n c e  to  " e n l iv e n in g  e x p o r t t r a d e "  i s  s i g n i f i c a n t .  1957 
saw th e  fo rm a tio n  o f  th e  E uropean  Economic Community, and th e  f i r s t  
s ig n s  o f  A m erican im p o rt r e s t r i c t i o n s  a g a i n s t  Jap an ese  g o o d s . W ith 
p o o rp ro s p e c ts  f o r  ex p an d in g  th e se  a l t e r n a t i v e  m a rk e ts , Ja p a n e se  
businessm en  and  governm ent o f f i c i a l s  e x p re s se d  grow ing  co n ce rn  a t  th e  
slow  r a t e  o f  g row th  o f  e x p o r ts  to  S o u th e a s t A s ia ,  The main b a r r i e r  to  
th e  in c r e a s e  o f  t r a d e  w ith  S o u th e a s t A s ia  was b e l ie v e d  to  be th e  low 
le v e l  o f  S o u th e a s t  A sian  econom ic d ev e lopm en t. I t  was a g a in s t  t h i s  
background  t h a t ,  in  1958, Prim e M in is te r  K is h i  and  F o re ig n  M in is te r  
Fujiyam a p ro p o sed  th e  c r e a t io n  o f a S o u th e a s t  A sian  D evelopm ent Fund 
to  be f in a n c e d  by th e  m a jo r developed  c o u n t r i e s  in c lu d in g  th e  USA and 
Jap an . The p la n  r e c e iv e d  e n th u s i a s t i c  s u p p o r t  from Ja p a n e se  b u s in e s s  
c i r c l e s .  T h e ir  im age o f  th e  fund  a s  a  v e h i c le  f o r  expanded b u s in e s s  
a c t i v i t y  in  th e  re g io n  was su g g es ted  by D oi S h o j i ,  P r e s id e n t  o f  Sumitomo 
Chem ical I n d u s t r i e s ,  when he r a t h e r  am b iguously  warned h i s  A m erican 
c o u n te r p a r ts :  " D o n 't  m iss  th e  'S o u th e a s t  A s ia n  D evelopm ent B u s '.  I t ' s  
a l re a d y  l e a v i n g " I n  f a c t  th e  scheme e n c o u n te re d  o p p o s i t io n  b o th  
in  th e  U n ite d  S t a t e s  and  in  S o u th e a s t A s ia  i t s e l f ,  and was e v e n tu a l ly  
abandoned.
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B u t, i n  a d d i t io n  to  i t s  r e p a r a t io n  com m itm ents, Jap an  was a l r e a d y  
b e g in n in g  to  g iv e  b i l a t e r a l  a id  in  th e  form  o f  yen c r e d i t s  to  l e s s  
d ev e lo p ed  A sian  c o u n t r i e s .  The f i r s t  su ch  c r e d i t  was g ra n te d  to  I n d ia  
in  1958, Yen c r e d i t s  were a l s o  e x te n d e d  to  th e  Sukarno  a d m in is t r a t io n  
in  i t s  c lo s in g  p h a s e s , b u t  i t  was a f t e r  th e  f a l l  o f  S ukarno  in  1965-66
( 39 )t h a t  th e  g r e a t e s t  i n f l u x  o f  Jap an ese  a i d  i n t o  In d o n e s ia  b eg an ' ' .  I n  
1967 s e v e r a l  le a d in g  Ja p a n e se  b u sin essm en  a t te n d e d  th e  P a c i f i c - I n d o n e s ia  
B u s in e ssm e n 's  C onference in  J a k a r t a ,  On t h e i r  r e t u r n  th e y  r e p o r te d  
t h e i r  view s on th e  c u r r e n t  In d o n e s ia n  s i t u a t i o n  to  K e id a n re n 's  S ta n d in g  
Com m ittee on Economic C o -o p e ra t io n , The outcome o f  t h e i r  r e p o r t  was 
th e  c r e a t io n  o f  th e  K eidan ren  In d o n e s ia  C om m ittee, w hich  r a p id ly  
a t t r a c t e d  a  membership o f  a lm o s t one h u n d red  b u s in e s s  le a d e r s  in c lu d in g  
Uemura Kogoro (V ice P r e s id e n t  o f K e id a n re n ) , Nagano S h igeo  (P re s id e n t  
o f  F u j i  I ro n  and S t e e l ) , Boko T osh io  ( P r e s id e n t  o f  T o sh ib a  E l e c t r i c )  
and K obayashi A taru  ( a t  t h a t  tim e P r e s id e n t  o f  A .iik en )^ ^ ^ ^ . The v iew s 
o f  th e  In d o n e s ia  C om m ittee, a s  e x p re s se d  by i t s  f i r s t  C hairm an, were 
t h a t :
"A side  from b e in g  a  l a r g e  p o t e n t i a l  m arke t f o r  J a p a n  in  South­
e a s t  A s ia ,  In d o n e s ia  i s  v i t a l  in  e n s u r in g  s t a b i l i t y  in  A s ia , 
From t h i s  v ie w p o in t, J a p a n  a s  an advan ced  i n d u s t r i a l i s e d  
c o u n try  in  A sia  sh o u ld  r e n d e r  what she can  f o r  th e  econom ic 
r e h a b i l i t a t i o n  o f  In d o n e s ia ,  , , ,
" Ja p a n  has been ap p ro ach ed  f o r  110 m i l l io n  d o l l a r s  , , , 
In d o n e s ia  a l s o  a p p e a rs  to  be e x p e c ta n t  o f  400 m i l l i o n -  
d o l l a r  in v e s tm e n ts  com bining  g o v ern m e n ta l lo a n s  and p r iv a t e  
fo r e ig n  in v e s tm e n ts  in  1968 to  im plem ent th e  c o u n t r y 's  f i r s t  
f iv e - y e a r  p la n  sch e d u le d  to  s t a r t  i n  J u ly  1968,
" I t  would be r a t h e r  d i f f i c u l t  f o r  Jap an  to  m eet I n d o n e s ia 's  
e x p e c ta t io n s  100 p e r  c e n t ,  s u f f e r in g  a s  she  i s  from  a  
d e t e r io r a t e d  b a la n c e  o f  i n t e r n a t i o n a l  paym ents p o s i t i o n  a t  
th e  p r e s e n t  moment. However, inasm uch a s  th e  S u h a rto  
a d m in is t r a t io n ,  u n iv e r s a l ly  a g re e d  a s  th e  b e s t  reg im e in  
In d o n e s ia  to d a y , in te n d s  to  e n fo rc e  c le a n  p o l i t i c s ,  th e  
Comm ittee h o ld s  t h a t  Jap an  sh o u ld  c o -o p e ra te  a s  much a s  
p o s s ib le  in  th e  e f f o r t s  o f  th e  In d o n e s ia n  governm ent to  
g e t  i t s  economic r e h a b i l i t a t i o n  m easu res i n t o  sm ooth run ­
n in g  o r d e r " (4 1 ) .
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To t h i s  end le a d in g  members o f  th e  com m ittee h e ld  m e e tin g s  w ith  
o f f i c i a l s  o f  th e  F o re ig n  M in is try  and MITI and in v i t e d  D r. S a d l i ,  
Chairm an o f  I n d o n e s ia 's  F o re ig n  In v es tm en t C om m ittee, to  a d d re s s  
K eidanren  members in  T o k y o ^ ^ ^ \ W hile J a p a n  d id  n o t  q u i t e  m eet 
I n d o n e s ia 's  h ig h e s t  e x p e c ta t io n s  ( o f f i c i a l  a i d  in  1968 i n  f a c t  amounted 
to  ^  8 3 .7  m i l l io n )  by 1973 In d o n e s ia  had  become th e  l a r g e s t  r e c i p i e n t  
o f J a p a n e se  a i d  lo a n s .  D e s p ite  th e  S u h a rto  a d m i n i s t r a t i o n 's  l e s s  th an  
t o t a l  s u c c e s s  in  e n fo rc in g  " c le a n  p o l i t i c s " ,  b u s in e s s  g ro u p in g s  such  
a s  th e  K eidan ren  In d o n e s ia  Committee have c o n tin u e d  to  p r e s s  f o r  
in c re a s e d  a i d  to  In d o n e s ia  w ith  c o n s id e ra b le  e f f e c t .  B etw een 1973 and 
1977 o v e r 21^ o f  J a p a n 's  t o t a l  o f f i c i a l  developm ent a s s i s t a n c e  went to  
In d o n e s ia  (se e  T ab le 3.1 ) .
J a p a n e se  b u s in e s s  i n t e r e s t s  have th e r e f o r e  in f lu e n c e d  p o l i t i c a l  
r e l a t i o n s  w ith  In d o n e s ia  by e x e r t in g  c e r t a i n  p r e s s u r e s  w i th in  th e  
fram ew ork o f  th e  Ja p a n e se  p o licy -m ak in g  p ro c e s s .  But t h e i r  g r e a t e s t  
in f lu e n c e  h as  u n d o u b te d ly  been  t h e i r  in d e p e n d e n t and in d i v id u a l  t r a d e  
and in v e s tm e n t d e c i s io n s ,  w h ich , by c r e a t in g  c lo s e  econom ic t i e s  w ith  
S o u th e a s t A s ia ,  have shaped  th e  env ironm en t w ith in  w hich Ja p a n e se  
f o r e ig n  p o l i c y  o p e r a te s .  The e x is te n c e  o f  c lo s e  b u s in e s s  l i n k s  w ith  a 
c o u n try  l i k e  In d o n e s ia  does n o t  n e c e s s a r i ly  p re -d e te rm in e  th e  c o u rse  
o f  p o l i t i c a l  r e l a t i o n s  w ith  t h a t  c o u n try , J a p a n e se  p o lic y -m a k e rs  may 
s t i l l  r e t a i n  some o p tio n s  ab o u t th e  way in  w hich  f u tu r e  r e l a t i o n s  w ith  
In d o n e s ia  a r e  d ev e lo p ed . B ut because o f  th e  g r e a t  a c c u m u la tio n  o f  
Jap an ese  econom ic i n t e r e s t s  i n  In d o n e s ia  and  h e r  n e ig h b o u rs , th e  
Jap an ese  governm ent no lo n g e r  has th e  o p t io n  o f  ig n o r in g  p o t e n t i a l  
p o l i t i c a l  developm ents in  S o u th e a s t A s ia ,
The in d e p en d en t a c t io n s  o f  Jap an ese  m u l t in a t io n a l  f irm s  n o t o n ly  
a f f e c t  th e  e n t i r e  s e t t i n g  f o r  Jap an ese  f o r e ig n  r e l a t i o n s ,  b u t a l s o  in  
some in s ta n c e s  c r e a te  more im m ediate problem s w hich demand p o l i t i c a l
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r e s p o n s e s .  An example o f  t h i s  ty p e  o f  s i t u a t i o n  can  be seen  in  th e  
h i s t o r y  o f  Jap an ese  a g r i c u l t u r a l  in v e s tm e n t in  In d o n e s ia ,  A f te r  th e  
e s ta b l is h m e n t  o f  th e  S u h a rto  a d m in is t r a t io n ,  a  number o f  Jap an ese  
sopro s h o s h a . in  c o n ju n c tio n  w ith  i n f l u e n t i a l  g ro u p s in  In d o n e s ia ,  drew 
up p la n s  f o r  an e x p e r im e n ta l form  o f  a g r i c u l t u r a l  in v e s tm e n t p r o j e c t .
The e s se n c e  o f  th e se  p r o j e c t s  was t h a t ,  r a t h e r  th a n  d e v e lo p in g  th e  
l a r g e - s c a l e  p ro d u c tio n  o f  e s t a t e - c r o p s , th e y  would c o n c e n tra te  on p ro ­
ducing  c ro p s  such a s  m aize and c a s s a v a , w hich form an  e s s e n t i a l  p a r t  
o f th e  In d o n e s ia n  s t a p l e  d i e t .  So, a l th o u g h  th e  p r o j e c t s  would be 
p r i n c i p a l l y  aimed a t  th e  e x p o r t  m a rk e t, i t  was hoped t h a t  th e y  m ight 
have u s e f u l  s o c ia l  s i d e - e f f e c t s  by p rom oting  more modem a g r i c u l t u r a l  
m ethods am ongst th e  l o c a l  p o p u la t io n .  I t  i s  c h a r a c t e r i s t i c  o f  th e  
p a t t e r n s  o f  c o m p e tit io n  am ongst J a p a n e se  m u l t in a t io n a l  com panies t h a t  
a s  soon  a s  one firm  (M its u i  B ussan) had s e t  up i t s  p r o j e c t  i t  was 
r a p id l y  fo llo w ed  by o th e r s  (M its u b is h i and  I to h  Chu) who were f e a r f u l  
o f  b e in g  l e f t  beh ind  i n  w hat ap p ea red  to  be a  p ro m isin g  new form o f  
f o r e ig n  in v e s tm e n t.
A ll  th r e e  p r o j e c t s ,  how ever, soon e n c o u n te re d  s im i la r  d i f f i c u l t i e s ,  
A lthough  th e  p r o je c t s  ( a l l  lo c a te d  in  S ou th  S um atra) ach iev ed  some 
s u c c e s s e s  in  open ing  up new a g r i c u l t u r a l  la n d  and p ro v id in g  employment 
o p p o r tu n i t i e s ,  in  ev e ry  c a se  th e  c o s ts  o f  i n f r a s t r u c t u r e  developm ent 
p roved  much g r e a t e r  th an  e x p e c te d . The p r o j e c t s  a l s o  e n c o u n te re d  s o c ia l  
problem s w hich p r iv a te  com panies were i l l - e q u ip p e d  to  d e a l  w ith .  In  
th e  case  o f  M i t s u i 's  I l i ts u g o ro  p r o je c t  f o r  e x am p le ,lan d  l e f t  te m p o ra r i ly  
u n p la n te d  was o f te n  ta k e n  o v e r by s q u a t t e r s ,  who w ere in  some c a s e s  
f o r c ib l y  rem oved. By th e  tim e  th a t  th e  com panies r e a l i s e d  th e  f u l l  
e x te n t  o f  th e s e  p rob lem s, how ever, whole new a g r i c u l t u r a l  co m m u n ities , 
c o n s is t in g  m a in ly  o f t r a n s m ig ra n ts  from J a v a ,  had sp rung  up around  th e  
p r o j e c t s ,  end i t  was th e r e f o r e  a lm o st im p o ss ib le  f o r  the  com panies
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sim ply  to  withdraw and w r i t e  o f f  t h e i r  l o s s e s .  The p r o j e c t s  have 
th e r e f o r e  re c e iv e d  i n c r e a s i n g  f i n a n c i a l  back ing  from the  Japanese  
government and by l a t e  1979 n e g o t i a t i o n s  were underway to  t r a n s f e r  th e  
p r o j e c t s  to  th e  j o i n t  c o n t r o l  o f  the  Indones ian  and Jap an ese  governments^"^' 
I t  can be argued  t h a t  in  t h i s  ca se  p r i v a t e  companies have taken  a 
u s e f u l  i n i t i a t i v e  in  p io n e e r in g  a form o f  development p r o j e c t  which 
government a g e n c ie s  were u n l i k e l y  to  have developed by th e m se lv e s .  But 
by the  sane token i t  i s  c l e a r  t h a t  th e  Japanese  and In d o n es ian  g o v ern ­
ments w i l l  f in d  th e m se lv es  h e i r s  to  a form o f  a g r i c u l t u r a l  p r o j e c t  
which was des igned  to  f i t  i n  w ith  th e  o v e r a l l  s t r a t e g i e s  o f  p r iv a t e  
t r a d in g  companies, and which t h e r e f o r e  might n o t  have been the  form o f  
a g r i c u l t u r a l  a s s i s t a n c e  which th e y  would have chosen  i f  th e y  had had  a 
f r e e  hand in  the  m a t t e r .
The l a s t  type o f  governm ent-bus i n ess  i n t e r a c t i o n  which we must 
c o n s id e r  i s  the  s i t u a t i o n  where b u s in e s s  i n t e r e s t s  have n e i t h e r  a c t e d  
as  an i n t e r n a l  fo rc e  "p ush ing"  government p o l i c i e s  in  a d e s i r e d  d i r e c ­
t i o n ,  n o r  have "p u l le d "  p o l i t i c a l  r e l a t i o n s  i n t o  th e  wake o f  t h e i r  
independen t t r a d e  and in v e s tm e n t  a c t i v i t i e s ,  bu t  where government and 
m u l t in a t io n a l  companies have a c t e d  in  c o n c e r t  to  i n i t i a t e  a new s te p  
in  f o r e ig n  r e l a t i o n s .  One example o f  t h i s  p a t t e r n  o f  c o - o r d i n a t i v e  
a c t io n  can be seen in  th e  use  o f  economic m iss io n s  o f  p rom inen t businessm en 
l i k e  the  Takasugi M iss ion  to  In d o n e s ia  in  1968. As we have seen  
Keidanren was a t  t h i s  t im e p u t t i n g  s t r o n g  p r e s s u re  on th e  Jap an ese  
government to  improve r e l a t i o n s  w ith  pos t-S ukarno  In d o n e s ia ,  and the  
m iss io n  can be seen  in  p a r t  a s  the  outcome of th e s e  p r e s s u r e s .  But a t  
the  same time i t  was in  th e  governm en t 's  i n t e r e s t s  to  u se  b u s in e s s  
l e a d e r s  to  e x p lo re  th e  a t t i t u d e s  and i n t e n t i o n s  o f  th e  S uharto  reg :m u , 
and to  a c t  as b r i l g e - b u i l d e r s  in  e s t a b l i s h i n g  good p e rs o n a l  r e l r t i . o n s  
w ith  mpmbe:”S o f  the  new a d m in i s t r a t i o n .  The Takssu^i m iss io n  was
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t h e r e f o r e  sp o n so re d  by th e  F o re ig n  O f f i c e  and in c lu d e d  f i f t e e n  b u s in e s s  
men u n d e r  th e  l e a d e r s h i p  o f  T ak a su g i S h i n i c h i  o f  t h e  K eidanren  
In d o n e s ia  Com m ittee. O f f i c i a l s  from th e  F o re ig n  M in i s t r y ,  MITI, th e  
Economic P la n n in g  Agency, th e  M in i s t r y  o f  A g r i c u l t u r e  and F o r e s t r y  and 
th e  F in an ce  M i n i s t r y  a l s o  accom panied  th e  m is s io n .  As w e l l  a s  l a y i n g  
th e  fo u n d a t io n s  f o r  th e  f u t u r e  developm ent o f  good r e l a t i o n s  w i th  
In d o n e s ia ,  and  p r o v id in g  in f o r m a t io n  f o r  t h e  Ja p a n e se  p o l i t i c a l  and 
b u s in e s s  l e a d e r s h i p  on th e  c u r r e n t  p o l i t i c a l  c l im a te  i n  J a k a r t a ,  th e  
Takasug i m is s io n  produced  s e v e r a l  t a n g i b l e  r e s u l t s  i n c lu d in g  an a g r e e ­
ment t h a t  I n d o n e s ia  would e s t a b l i s h  a l i a i s o n  m iss io n  in  J a k a r t a  to  
c o - o r d in a te  J a p a n e s e  i n v e s t m e n t ^ ^ \
A no ther form o f  j o i n t  g o v e m m e n t-b u s in e s s  a c t i o n  can be seen  i n  
th e  r e l a t i v e l y  r e c e n t  developm ent o f  " n a t i o n a l "  in v e s tm e n t  p r o j e c t s  in  
I n d o n e s ia ,  f o r  w hich th e  p r o to ty p e  was th e  Asahan h y d r o - e l e c t r i c  and  
aluminium scheme. The Asahan p r o j e c t  has  a  long  h i s t o r y ,  go ing  back to  
th e  D utch  c o l o n i a l  p e r i o d .  D uring  th e  J a p a n e s e  o c c u p a t io n  o f  I n d o n e s ia ,  
a  f e a s i b i l i t y  s tu d y  f o r  th e  c o n s t r u c t i o n  o f  a  h y d r o - e l e c t r i c  power 
s t a t i o n  on th e  R iv e r  Asahan was c a r r i e d  o u t  under  t h e  s u p e r v i s io n  o f  
Kubota Y u taka ,  a b u s in essm an  who i n  th e  p o s t -w a r  p e r io d  became chairm an 
o f  th e  m u l t i n a t i o n a l  c o n s t r u c t i o n  company Nippon K oei.  Both th e  Sukarno 
and S u h a r to  governm ents  so u g h t  f o r e i g n  a s s i s t a n c e  to  c a r r y  o u t  th e  
schem e, which was c o n s id e re d  to  have p o t e n t i a l  b o th  f o r  enhanc ing  
I n d o n e s i a ' s  i n d u s t r i a l i s a t i o n  and i n t e r n a t i o n a l  p r e s t i g e  and f o r  
p rom oting  th e  developm en t o f  th e  rem ote  and s p a r s e ly  p o p u la te d  N orth  
Sumatran r e g io n .  S u c c e s s iv e  s u rv e y s  w ere c a r r i e d  o u t  by a  S o v ie t  a id  
team , by K ubo ta ’s Nippon Koei and (u n d e r  th e  S u h ar to  a d m i n i s t r a t i o n )  by 
a c o n so r t iu m  o f  J a p a n e se  and U.S. m u l t i n a t i o n a l  com panies ,  b u t  each  
scheme in  t u r n  was abandoned. The p r i n c i p a l  problem s were th e  s c a l e  
o f  f in a n c in g  r e q u i r e d  f o r  such a l a r g e  p r o j e c t ,  and th e  f a c t  t h a t  th e
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In d o n e s ia n  government i n s i s t e d  on th e  c o n s t r u c t io n  o f  a  h y d r o - e l e c t r i c  
p la n t  a s  w e l l  a s  aluminium s m e l t e r s ,  a c o n d i t i o n  which some p r iv a t e  
companies saw a s  making the  whole p r o j e c t  uneconom ica l.  I n  1974 the  
Japanese  governm ent, then  headed by Prime M in i s t e r  Tanaka, developed 
th e  c o n c e p t  o f  making the p r o j e c t  a  " n a t i o n a l "  one, and th e  fo l lo w in g  
y e a r  an ag reem en t was reached  under which th e  p r o j e c t  was to  be 
c a r r i e d  o u t  by a consortium  o f  tw elve m ajor Jap an ese  t r a d i n g  and 
aluminium s m e l t in g  companies w i th  s t r o n g  f i n a n c i a l  s u p p o r t  from the
(45 )Japanese  governm ent
In  t h i s  c a s e ,  as in  o th e r s  m entioned e a r l i e r ,  i t  was p r iv a t e  
J a p an ese  companies ( f i r s t  Nippon Koei and  l a t e r  Sumitomo Chem icals) 
which i n i t i a l l y  took  an i n t e r e s t  in  th e  p r o j e c t  and p re s s e d  th e  govern­
ment to  le n d  i t s  su p p o r t .  But the  d e c i s i v e  f a c t o r  i n  a s s u r in g  the 
im p lem en ta t io n  o f  the  p r o j e c t  was th e  e n t h u s i a s t i c  back ing  which i t  
began to  r e c e iv e  in  the  m id -1 9 7 0 's  from Jap an ese  p o l i t i c a l  c i r c l e s  
and from s e c t i o n s  of th e  b u re a u c ra c y ,  n o ta b ly  MITI. I t  was MITI which 
a c te d  a s  a "matchmaker" h e lp in g  to  b r i n g  a b o u t th e  fo rm a t io n  o f  a 
J ap a n e se  co n so r t iu m  in  which a l l  the  m ajor r e l e v a n t  b u s in e s s  i n t e r e s t s  
were r e p r e s e n t e d ,  and MITI who lo b b ie d  o th e r  m i n i s t r i e s ,  in c lu d in g  
th e  F in a n c e  and F o re ign  M i n i s t r i e s ,  to  l e n d  the  scheme t h e i r  p o l i t i c a l  
and f i n a n c i a l  su p p o r t^ ^ ^ ^ .  In  th e  Asahan p r o j e c t  and  subsequen t 
" n a t i o n a l "  LNG ( l i q u i f i e d  n a t u r a l  gas) and o i l  p r o j e c t s ,  we can see  a 
change i n  em phasis from the  e a r l i e r  p e r io d  o f  J ap an ese  in v es tm en t in  
S o u th e a s t  A s ia .  U n t i l  the  m id -1 9 7 0 's  th e  p r i n c i p a l  a t t r a c t i o n  had 
been th e  d i r e c t  p r o f i t s  to  be reaped  from m a n u fa c tu r in g  and mining 
p r o j e c t s  i n  I n d o n e s ia ,  and o th e r  S o u th e a s t  A sian  c o u n t r i e s .  VJith the  
Asahan p r o j e c t ,  however, the em phasis moves to  w id e r  s t r a t e g i c  con­
s i d e r a t i o n s :  th e  a s su ran ce  o f  a lo n g - te rm  source  o f  aluminium im p o r ts ,  
th e  w eakening o f  J a p a n 's  dependence upon f o r e ig n  m u l t i n a t i o n a l  com­
p a n ie s  f o r  s u p p l i e s  of s t r a t e g i c  r e s o u r c e s ,  and p o l i t i c a l  su p p o r t  f o r
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th e  developm ent p la n s  o f  a  reg im e w hich i s  c o n s id e re d  f a v o u ra b le  to  
J a p a n 's  i n t e r e s t s  in  S o u th e a s t  A s ia . C r i t i c s  o f  th e  scheme have 
q u e s tio n e d  i t s  p o t e n t i a l  p r o f i t a b i l i t y ,  p a r t i c u l a r l y  in  th e  l i g h t  o f  
s t e a d i ly  r i s i n g  c o s t s ,  b u t  th e  e x te n t  to  w hich th e  p r iv a t e  com panies 
in v o lv ed  s u p p o r t th e  b ro a d e r  o b je c t iv e s  o f th e  scheme i s  in d ic a te d  by 
th e  Chairm an o f  Sumitomo Chem ical I n d u s t r i e s  who s t a t e d  i n  an i n t e r ­
view in  1977:
"The A sahan p r o je c t  in  In d o n e s ia ,  l i k e  th e  S in g a p o re  ( p e t r o ­
c h em ica ls )  p r o j e c t ,  i s  aim ed a t  p re v e n t in g  com m unist s u b v e r­
s io n  in  th e  r e g io n .  . . .
" (S in g a p o re  and In d o n e s ia )  s ta n d  a t  th e  f o r e f r o n t  in  c o n fro n ­
t a t i o n  w ith  th e  com m unist f o r c e s .  We m ust ta k e  th e s e  c o u n t r i e s  
in to  th e  f r e e  w orld  camp and J a p a n 's  econom ic a s s i s t a n c e  i s  
im p e ra tiv e  f o r  t h i s .
" I  am d eep ly  i n t e r e s t e d  in  t h i s  k in d  o f  i n t e r n a t i o n a l  p o l i t i c s ,  
and am s e r io u s ly  c o n s id e r in g  what we can do f o r  S in g a p o re  and 
In d o n e s ia . My e f f o r t s  i n  alum inium  and p e tro c h e m ic a ls  s tem  
from my p a t r i o t i s m  -  n o t  from  any d e s i r e  to  re a p  p r o f i t s  f o r  
my company"(4 7 ) .
P o l i t i c a l  c o n s id e r a t io n s  have p la y ed  a  s im i l a r l y  im p o r ta n t  p a r t  
in  J a p a n 's  in v o lv em en t i n  th e  Arun and Badak LNG p r o j e c t s  ( i n  N o rth  
Sum atra and E a s t K a lim a n ta n ) . H ere th e  main c o n s id e r a t io n s  hav e  been 
th e  im portance  o f  re d u c in g  J a p a n 's  energy  dependence on im p o r ts  o f  
M iddle E a s te rn  o i l  and th e  e n v iro n m e n ta l b e n e f i t s  o f  u s in g  r e l a t i v e l y  
"c le a n "  LNG in  p o l lu t io n  -  co n sc io u s  J a p a n , The LNG p r o j e c t s  d i f f e r  
from th e  A sahan scheme in  t h a t  th e y  in v o lv e d  Ja p a n e se  lo a n s  b u t  n o t  
e q u ity  p a r t i c i p a t i o n ,  and b ecau se  th e y  a r e  a l s o  su p p o r te d  by U .S . 
m u l t in a t io n a l  c o rp o ra t io n s  (H uffco  and M obil O i l ) .  L ike  th e  A sahan 
p r o je c t ,  how ever, LNG developm ent in v o lv e s  a  co n so rtiu m  o f  m a jo r 
Japanese  u s e r s  and t r a d in g  com panies (knovai c o l l e c t i v e l y  a s  JILCO -  
Japan  In d o n e s ia  LNG C o .) and i s  su p p o r te d  by l a r g e - s c a l e  lo a n s  from  
th e  Japanese  Exim Bank and O verseas Economic C o -o p e ra tio n  Pund^^^^.
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The m ost r e c e n t  " n a t io n a l"  p r o j e c t  i s  th e  J a p a n - In d o n e s ia  O il 
C o -o p e ra tio n  Company ( JAPINCO), e s t a b l i s h e d  in  1979 to  u n d e r ta k e  an  
o i l  e x p lo r a t io n  and p ro d u c t io n - s h a r in g  c o n t r a c t  w ith  P e r ta m in a . A sub­
s t a n t i a l  governm ent lo a n  f o r  th e  p r o j e c t  was prom ised d u r in g  P re s id e n t  
S u h a r to 's  o f f i c i a l  v i s i t  to  Jap an  i n  Ju n e  1979. L ik e  th e  o th e r  p ro ­
j e c t s  m en tio n ed  h e re  t h i s  scheme in v o lv e s  s e r io u s  econom ic r i s k s ,  and 
th e  m ain c o n s id e r a t io n  a p p e a rs  to  be l e s s  im m ediate p r o f i t a b i l i t y  th a n  
th e  v i t a l  n a t i o n a l  need  to  s e c u re  s u p p l ie s  o f c rude  o i l ,  p a r t i c u l a r l y  
s in c e  some e x i s t i n g  o i l  c o n t r a c t s  w ith  In d o n e s ia  a re  due to  e x p ire  in  
th e  e a r l y  1 S 8 0 's ^ ^ ^ \
I n  a l l  th e s e  " n a t io n a l"  p r o je c t s  th e  em phasis on lo n g - te rm  
econom ic s e c u r i t y  r a t h e r  th a n  im m ediate p r o f i t s  made c lo s e  governm en t- 
b u s in e s s  c o - o p e r a t io n  a  n e c e s s i t y .  The in c r e a s in g  u se  o f  th e  governm ent- 
backed  co n so rtiu m  as  a v e h ic le  f o r  f o r e ig n  in v e s tm e n t s u g g e s ts  b o th  
th e  g row ing  c o n c e rn  o f  Ja p a n e se  m u l t in a t io n a l s  f o r  lo n g -ra n g e  
developm ent r a t h e r  th a n  w in d f a l l  p r o f i t s ,  and  th e  e x te n t  to  w hich th e  
Jap an ese  governm en t i s  a d a p t in g  to  and  u t i l i s i n g  i t s  p o s i t i o n  a s  a  
home c o u n try  f o r  m u l t in a t io n a l  in v e s t in g  f i rm s .
M u l t in a t io n a ls  and J a p a n 's  P o l ic y  tow ards  In d o n e s ia  -  th e  P a t t e r n s  o f  
C om p e titio n
The e v id e n c e  o f  c lo s e  l i n k s  betw een governm ent and b u s in e s s  in
th e  fo rm u la tio n  o f J a p a n 's  p o l i c i e s  to w ard s  S o u th e a s t  A sia  i s  so  c l e a r
t h a t  i t  i s  h a rd ly  s u r p r i s in g  to  f in d  a  p rom inen t In d o n e s ia n  eco n o m ist
w r i t in g  t h a t  "The g overnm en t, b u r e a u c ra ts  ( te c h n o c r a ts )  and b u s in e s s
e n t e r p r i s e s  i n  Ja p a n  a re  o p e ra t in g  a s  p a r tn e r s  in  p ro g re s s  and in  f a c t
c o u ld  be c o n s id e re d  a s  a  ' c o n g l o me r a t e ' or  K anglapus s t a t i n g
c a t e g o r i c a l l y  t h a t  you c a n n o t " p la y  o f f "  one Ja p a n e se  company a g a i n s t  
( 51 )a n o th e r  . But i t  i s  im p o r ta n t to  re c o g n ise  t h a t  th e  two f a c t s  a r e  
n o t i d e n t i c a l ;  th e  e x is te n c e  o f  a  c lo s e  r e l a t i o n s h i p  betw een governm ent
178
and m u l t in a t io n a l  com panies i s  n o t synonymous w ith  th e  e x is te n c e  o f  
t o t a l  harm ony o r  f la w le s s  c o -o p e ra t io n .
The s ta te m e n t  by K an g lap u s , q u o ted  a t  th e  b e g in n in g  o f  t h i s  
c h a p te r ,  r a i s e s  two q u e s t io n s .  The f i r s t  i s  th e  e x te n t  to  w hich 
Ja p a n e se  m u l t in a t io n a l  com panies compete w ith  one a n o th e r  in  t h e i r  
p r iv a te  b u s in e s s  a c t i v i t i e s .  T h is  i s  a  q u e s t io n  w hich i s  f a i r l y  
e a s i l y  a n sw e re d . The f a c t  t h a t  m ajor Jap an ese  o v e rs e a s  in v e s to r s  have 
som etim es jo in e d  i n t o  c o n s o r t ia  to  c a r r y  o u t s p e c i f i c  p r o je c t s  does 
n o t  mean t h a t  th e s e  com panies have ce a se d  to  com pete w ith  one a n o th e r .  
In d eed , t h e i r  e a g e rn e s s  to  jo in  such  c o n s o r t i a  a r i s e s  p a r t l y  from  t h e i r  
d e s i r e  to  keep  t r a c k  o f  t h e i r  r i v a l ' s  a c t i v i t i e s  gmd t h e i r  f e a r  o f  be ing  
ex c lu d ed  from  r i s k y  b u t p o t e n t i a l l y  p r o f i t a b l e  new f i e l d s  o f  b u s in e s s  
a c t i v i t y .  The l a r g e  t r a d in g  and m an u fa c tu rin g  com panies w hich p a r t i ­
c ip a te  in  th e s e  c o n s o r t i a  c o n tin u e  to  compete v ig o ro u s ly  in  o th e r  
f i e l d s ,  and in  f a c t  i t  i s  p r e c i s e ly  betw een th e s e  l a r g e ,  o l i g o p o l i s t i c  
f irm s  t h a t  th e  m ost in te n s e  c o m p e tit io n  ta k e s  p la c e .  E v idence  o f  t h i s  
can c l e a r l y  be  seen  in  th e  a c t i v i t i e s  o f  th e  g ia n t  t e x t i l e  m anufac­
tu r i n g  com pan ies T e i j i n  and T o ray , whose d e s i r e  to  m atch each  o t h e r 's  
s t r e n g th  in  e v e ry  f i e l d  o f  in v e s tm e n t i s ,  a c c o rd in g  to  some c r i t i c s ,  
a  c au se  o f  J a p a n e se  o v e r- in v e s tm e n t i n  th e  S o u th e a s t A sian  t e x t i l e s  
i n d u s t r y ^ .
The seco n d  q u e s t io n  i s  th e  e x te n t  to  which th e r e  h a s  been com­
p e t i t i o n  and c o n f l i c t  w ith in  th e  Jap an ese  g o v e m m e n t-b u s in e ss  r e l a t i o n ­
s h ip  o v e r i s s u e s  o f  S o u th e a s t A sian  p o l i c y .  There have been  a  number 
o f  c a s e s  in  r e c e n t  J a p a n e se  h i s to r y  where governm ent p o l ic y  has come 
in t o  d i r e c t  c o n f l i c t  w ith  th e  c o l l e c t iv e  i n t e r e s t s  o f  b ig  b u s in e s s  -  
one o f  th e  m ost p ro m in e n t exam ples b e in g  th e  K ik i a d m in i s t r a t i o n 's
( 53 )a t te m p ts  to  in t r o d u c e  s t r o n g  an ti-m o n o p o ly  m easures in  1975 . The
fo rm u la t io n  o f  J a p a n 's  p o l i c i e s  tow ards In d o n e s ia  h a s  n o t  been
179
c h a r a c te r i s e d  by su ch  d i r e c t  and s t r a ig h t f o r w a r d  c o n f r o n ta t io n s .  But 
th e re  have b een  a  number o f  c a s e s  where p o l i t i c a l ,  a d m in i s t r a t iv e  and 
b u s in e s s  l e a d e r s  have com bined in to  more com plex r i v a l  g ro u p in g s  to  
p re s s  f o r  c o n t r a s t i n g  p o l ic y  m easu re s. An a n a l y s i s  o f  j u s t  one such  
c a se  may h e lp  t o  i l lu m in a te  th e  i n t e r n a l  dynam ics o f  th e  Ja p a n e se  
g o v e rn m e n t-b u s in e ss  r e l a t i o n s h i p .
In  th e  e a r l y  1 9 7 0 's  i t  was p o s s ib le  to  o b se rv e  a  d iv i s io n  in  
J a p a n e se  p o l i t i c s  o v e r  th e  i s s u e  of In d o n e s ia n  r e s o u r c e s .  On th e  one 
hand th e r e  were th o s e  who b e l ie v e d  t h a t  J a p a n 's  b e s t  s t r a t e g y  f o r  
s e c u r in g  s u p p l ie s  o f  o i l  and o th e r  raw m a te r ia l  im p o r ts  la y  in  c lo s e  
c o - o p e r a t io n  w ith  th e  e s ta b l i s h e d  w es te rn  m u l t i n a t io n a l s .  On th e  
o th e r  h an d , from  a b o u t 1972, an  in c r e a s in g ly  p o w erfu l g roup  o f  
b u s in essm en , p o l i t i c i a n s  and b u re a u c ra ts  a rg u ed  f o r  a more a g g r e s s iv e ly
( 54 )in d e p e n d e n t r e s o u rc e  p o l ic y  . The f i r s t  g ro u p , w hich e s s e n t i a l l y  
r e p r e s e n te d  th e  c o n v e n tio n a l  wisdom o f J a p a n 's  p o s t-w a r  econom ic 
p o l i c i e s ,  was c l o s e l y i d e n t i f i e d  w ith  fo rm er Prim e M in is te r  K ish i N obusuke, 
who s u p p o r te d  a  l i n e  o f  c lo s e  c o -o p e ra t io n  w ith  th e  U n ite d  S t a t e s  i n  
econom ic a s  w e ll  a s  p o l i t i c a l  and s e c u r i t y  i s s u e s .  K is h i  had re s ig n e d  
from  th e  p re m ie r s h ip  in  I9 6 0 , b u t a s  le a d e r  o f  a  p o w e rfu l LDP f a c t io n  
he c o n tin u e d  to  w ie ld  c o n s id e ra b le  in f lu e n c e  i n  J a p a n e s e  p o l i t i c a l  l i f e .  
K is h i ,  i t  sh o u ld  be remembered had a ls o  been  th e  P rim e M in is te r  re sp o n ­
s i b l e  f o r  th e  s ig n in g  o f  th e  r e p a r a t io n s  ag reem en t w ith  In d o n e s ia ,  and 
a s  su ch  had  d ev e lo p e d  l a s t i n g  l i n k s  w ith  some p ro m in en t In d o n e s ia n  
p o l i t i c a l  f i g u r e s .
One o f  J a p a n 's  f i r s t  in d e p en d en t o v e rse a s  o i l  v e n tu r e s ,  th e  N orth  
Sum atra O il D evelopm ent Company, had in  f a c t  been  i n i t i a t e d  u n d er 
K is h i ' s  p re m ie r s h ip ,  b u t  K is h i  a l s o  r e ta in e d  c lo s e  l i n k s  w ith  th e  
w es te rn  o i l  m a jo rs . In  1963, C a lte x , S tanvac  and S h e l l ,  th en  th e  
m ajor o i l  p ro d u c e rs  in  In d o n e s ia ,  h e ld  m e e tin g s  w ith  th e  In d o n e s ia n
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governm ent i n  Tokyo to  draw up new p ro d u c tio n  c o n t r a c t s .  In  I 966 th e  
F a r E a s t  O il  T ra d in g  Company (FEO) was c r e a te d  a s  a  J a p a n e s e - In d o n e s ia n  
j o i n t  v e n tu re  to  d is p o s e  o f  th e  20^ o f C a lte x  c rude  w h ich , u n d e r  th e  
1963 a g re e m e n ts , was t r a n s f e r r e d  to  th e  In d o n e s ia n  governm ent i n  l i e u  
o f  p r o f i t  s h a r e s .  The o i l  h a n d le d  by FEO was to  be s o ld  e x c lu s iv e ly  
to  N ihon S e k iy u , a  Ja p a n e se  a f f i l i a t e  o f  C a l te x .  I t  i s  w id e ly  a c c e p te d  
in  Jap an  th a t  K is h i  was c l o s e l y  a s s o c ia te d  w ith  th e  s e t t i n g  up o f  t h i s
( 5 5 )company , an d  FEO has c e r t a i n l y  pursued a  p o l ic y  o f  c lo s e  co ­
o p e ra t io n  w ith  th e  e x i s t i n g  A m erican i n t e r e s t s  in  In d o n e s ia ,  a s  shovm 
f o r  exam ple by i t s  c e n t r a l  r o l e  in  c r e a t in g  th e  j o i n t  IlîC developm ent 
p r o j e c t s  w ith  H uffco  and M obil O i l .  Amongst th e  p ro m in en t b u s in e s s  
le a d e r s  a s s o c ia t e d  w ith  t h i s  "pro-A m erican" ap p ro a c h  a r e  Kikawada 
K azutaka and  A sh ih a ra  Y o sh ish ig e , P re s id e n ts  r e s p e c t iv e l y  o f  Tokyo 
E l e c t r i c  and  K an sa i E l e c t r i c ,  two o f th e  c o u n t r y 's  l a r g e s t  o i l
( 56 )consum ers ,
The p r e m ie r s h ip  o f  Tanaka Kakuei (1972-75)» how ever,  saw th e  
emergence o f  a n  e n e r g e t i c  " r e s o u r c e s  f a c t i o n " , s u p p o r te d  by Tanaka 
h im s e l f ,  a s  w e l l  a s  by s e n i o r  c i v i l  s e r v a n t s  in  th e  M in i s t r y  o f  
I n t e r n a t i o n a l  T rade  and I n d u s t r y  and by p rom inen t bu s in essm en  in c lu d in g  
K obayashi A ta ru  and Nakayama S o h e i .  Kobayashi had been  Chairman o f  
A j ik e n  and P r e s i d e n t  o f  J a p a n ' s  f i r s t  in d e p en d en t  o i l  v e n tu r e  ( th e  
A rab ian  O il  C o .)  a s  w e l l  a s  an  a d v i s o r  to  th e  N orth  Sum atra  O il
( 57 )Development Company \  w h ile  Nakayama a s  P r e s i d e n t  o f  th e  Japan  
D evelopm ent Bank, was a  c e n t r a l  f i g u r e  in  p rom oting  th e  In d o n e s ia n  LNG 
p r o j e c t s  and was a k een  s u p p o r t e r  of an  u n s u c c e s s f u l  scheme to  b u i l d  
a  GTS ( C e n t r a l  T erm ina l  S t a t i o n  f o r  o i l  s to r a g e )  on th e  i s l a n d  o f  
Lombok^^^^. The p r e s s u r e s  f o r  a more in d e p en d en t r e s o u r c e  p o l i c y  were 
g iv e n  added  im petu s  by th e  o i l  shock o f  1973-74, and l e d  t o  th e  
i n i t i a t i o n  o f  a number o f  new p r o j e c t s  in c lu d in g  an  o i l  developm ent
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p r o je c t  in  Abu Dhabi and th e  s ig n in g  o f  a n  ag reem en t on th e  A sahan 
p r o j e c t .  T here w ere a l s o  u n s u c c e s s fu l  a t te m p ts  to  s e c u re  Jap an ese  
p a r t i c i p a t i o n  in  th e  developm ent o f  N o rth  Sea o i l  and S ib e r ia n  n a t u r a l  r e ­
s o u rc e s .  The new re so u rc e  p o l ic y  can be seen  as a f a c t o r  in  th e  s e t t ­
in g  up o f  th e  Japan  In d o n e s ia  O il Company (JIO ) i n  1972. T h is  e n t e r ­
p r i s e ,  which was c r e a te d  w ith  a d v is o ry  a s s i s t a n c e  from  Nakayama S ohei 
and w ith  s t r o n g  f i n a n c i a l  s u p p o r t  from  th e  T oyota M otor Company, was a 
r i v a l  to  F a r E a s t O il and perfo rm ed  th e  i d e n t i c a l  f u n c t io n  o f  h a n d lin g
( 59 )o i l  im p o rts  from In d o n e s ia  ' .  The c r e a t io n  o f th e  JIO , which h as  
been c r i t i c i s e d  by some a s  a  w a s te fu l  d u p l i c a t i o n  o f  f u n c t io n s ,  can  be 
seen  i n  p a r t  a s  r e p r e s e n t in g  g en u in e  p o l ic y  d i f f e r e n c e s  betw een r i v a l  
b u s in e s s  g ro u p in g s , and in  p a r t  a s  r e p r e s e n t in g  a  p e rs o n a l power 
s t r u g g le  betw een th e  businessm en  and p o l i t i c i a n s  in v o lv e d . B oth com­
p a n ie s  a re  w id e ly  rum oured to  have been  a s s o c ia t e d  w ith  p o l i t i c a l  
c o r r u p t io n ,  though  t h i s  h a s  n e v e r  been s u b s t a n t i a t e d .
The ev id en ce  o f  a  p o l i t i c a l  d iv i s io n  betw een a  "pro -A m erican  
f a c t io n "  and a  " r e s o u rc e s  f a c t io n "  r a i s e s  a  number o f  i n t e r e s t i n g  
i s s u e s .  The f i r s t  p o in t  to  be n o te d  i s  t h a t  n e i t h e r  o f  th e  r i v a l  
g ro u p in g s  can be c l e a r l y  i d e n t i f i e d  w ith  re c o g n is e d  p o l i t i c a l  o r  
o th e r  i n s t i t u t i o n s .  The d iv i s io n  was n o t betw een "governm ent" and 
" b u s in e s s "  n o r betw een r i v a l  p o l i t i c a l  p a r t i e s  o r  r i v a l  b u s in e s s  
o r g a n is a t io n s ,  and i t  was o n ly  p a r t i a l l y  a  d iv i s io n  betw een  r i v a l  
f a c t i o n s  w ith in  th e  LDP. R a th e r ,  th e  two a l t e r n a t i v e  p o l ic y  p o s i t i o n s  
can be seen  a s  b e in g  re p re s e n te d  by " f l o a t i n g  g ro u p s"  c e n tr e d  a ro u n d  a 
co re  o f  prom inent p o l i t i c a l ,  a d m in is t r a t iv e  and b u s in e s s  f ig u r e s  whose 
c o n ta c t  w ith  one a n o th e r  was l a r g e l y  p e r s o n a l  and in fo rm a l .  T h is  
a n a l y s i s  i s  to  some e x te n t  borne o u t by o th e r  ca se  s tu d ie s  o f J a p a n e se  
p o lic y -m a k in g , f o r  exam ple, F u k u i’ s s tu d y  o f  J a p a n 's  p o l ic y  tow ards 
China in  th e  e a r ly  1 9 7 0 's  (a lth o u g h  in  F u k u i 's  c a s e - s tu d y  b u s in e s s
ie:
i n t e r e s t s  e v id e n t ly  p layed  a l e s s  prom inent r o le  than  th e y  d id  in  
J a p a n 's  re so u rc e  p o l i c y ) H o w e v e r ,  th e  c r e a t i o n  and w ork ings o f  
these  in fo rm a l i n t e r e s t  g roups  have so f a r  re c e iv e d  l i t t l e  academ ic 
a t t e n t i o n  and a re  n o t  w id e ly  u n d ers to o d  o u ts id e  Japan .  I t  i s  pe rhaps  
fo r  t h i s  reaso n  t h a t  h o s t  governm ents have p e r s i s t e d  in  b e l i e v i n g  t h a t  
Japanese m u l t i n a t i o n a l s  and  government o p e ra te  a s  a s in g l e  e n t i t y ,  and 
have g e n e r a l ly  shoxm  l e s s  s k i l l  in  p la y in g  o f f  r i v a l  J ap an ese  i n t e r e s t
groups a f ja in s t  one a n o th e r  than  th e y  have in  the  case  o f  r i v a l  American
.  ̂  ̂ ( 6 1 )o r  European i n t e r e s t s  ' .
E xcessive  em nhasis on the  concep t o f  a m o n o l i th ic  power e l i t e  
may a l s o  lead  o b s e rv e rs  o f  the  Jap an ese  p o l i t i c a l  p ro c e s s  to  ig n o r e  
o u ts id e  c o n s t r a i n t s  which govern  th e  in f lu e n c e  of b u s in e s s  on p o l i c y  
making. I t  i s  t r u e  t h a t ,  i n  th e  case o f  r e l a t i o n s  w ith  S o u th e a s t  A s ia ,  
the  power of b u s in e s s  in f lu e n c e  has  been r e l a t i v e l y  g r e a t  because  no 
r i v a l  p re s su re  groups in  Japan  have taken  an i n t e r e s t  in  the  s u b j e c t .  
However, i t  does seem p ro b ab le  t h a t  p u b l i c  o p in io n ,  ex p re s se d  m a in ly  
through the  v ig o ro u s ly  c r i t i c a l  mass m edia, a c t s  a s  a  check on th e  
a c t i v i t i e s  of b u s in e s s  and o f  government in  r e l a t i o n  to  S o u th e a s t  A s ia .  
The power of p u b l ic  o p in io n  and p re s s  c r i t i c i s m  i s  n o t  e a s i l y  m easured , 
s in c e  i t  a c t s  m ain ly  in  a n e g a t iv e  s e n s e ,  c r e a t i n g  c e r t a i n  b o u n d a r ie s  
over which m u l t i n a t io n a l  companies know they  must n o t  s t e p .  But i t  i s  
rea so n a b le  to  s u g g e s t ,  f o r  exam ple, t h a t  p u b l ic  o p in io n  i s  th e  c h i e f  
reason  why Japanese  companies have n o t  been a b le  to  e n t e r  the l u c r a ­
t i v e  and a t t r a c t i v e  f i e l d  of arms t r a d e  to  S o u th e a s t  A sian  c o u n t r i e s .
The p r o h ib i t i o n  on arms e x p o r t s ,  which i s  a r e s u l t  o f  th e  d isarm am ent 
c la u se s  b u i l t  i n t o  J a p a n 's  p o s t -w a r  c o n s t i t u t i o n ,  i s  undoub ted ly  irksome 
to  some Japanese  com panies, and th e re  have been c e r t a i n  p r e s s u r e s  to 
modify or remove i t .  Pu t m a t te r s  co nce rn ing  a r e s  and. th e  m i l i t a r y  a re  
p a r t i c u l a r l y  p o l i t i c a l l y  s e n s i t i v e  in  Japan ,  and r e c e n t  a t te m p ts  Vy on»
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company to  c ircum vent the  ban and e x p o r t  arms to the  P h i l i p p i n e s  has  
le d  to  p ro s e c u t io n  under  f o r e ig n  exchange and t r a d e  c o n t r o l  law s '
M u l t in a t io n a l  Growth and the  J a p a n e se  G ovem m ent-B usiness  R e la t io n s h ip
The c o n c lu s io n  of t h i s  c h a p te r  i s  t h a t  Japanese  m u l t i n a t io n a l  
companies and the  Japanese  government have been c l o s e l y  l in k e d  to g e th e r  
in  the  sh ap in g  o f  J a p a n 's  p o s t -w a r  p o l i c y  tow ards In d o n e s ia ,  b u t  t h a t  
th e re  have been  s u b s t a n t i a l  p o l i c y  d i f f e r e n c e s  amongst l e a d in g  b u s in e s s ­
men, p o l i t i c i a n s  and b u re a u c ra ts  from time to  t im e ,  and t h a t  the  freedom 
of  a c t io n  of th e  p o l i t i c a l  and b u s in e s s  e l i t e  h as  been  c o n s t r a in e d  to  
some e x t e n t  by e x te r n a l  p o l i t i c a l  f a c t o r s  such a s  th e  fo rc e  of p u b l ic  
op in io n .  Here i t  i s  n e c e s s a ry  to  r e t u r n  f o r  a moment to  the  concep t of 
" S o v e re ig n ty  a t  Bay" which was d i s c u s s e d  a t  th e  beg inn ing  o f  t h i s  
c h a p te r .  As we have seen ,  some commentators have argued  t h a t  th e  over­
s e a s  sp read  o f  b u s in e s s  i n t e r e s t s  would weaken th e  i d e n t i t y  of i n t e r e s t  
between l a r g e  companies and t h e i r  home governm ents , and u l t i m a t e l y  erode 
th e  power o f  n a t io n  s t a t e s  b o th  a s  home c o u n t r i e s  and a s  h o s t  c o u n t r i e s  
to  m u l t i n a t io n a l  e n t e r p r i s e s .  T h is  argument may n o t  seem to  be v e ry  
r e a d i l y  a p p l i c a b l e  to  the  Jap an ese  c a s e ,  b u t  i t  might be su g g es ted  
t h a t ,  s in c e  th e  emergence o f  the  Japanese  m u l t i n a t i o n a l  i s  a r e l a t i v e l y  
new phenomenon, c rack s  in  th e  t r a d i t i o n a l l y  c lo s e  Japanese  governm ent- 
b u s in e s s  r e l a t i o n s h i p  should j u s t  be b eg in n in g  to  ap p ea r  i n  th e  e a r l y  
ISBO's.
In  f a c t  some evidence does a p p e a r  to  su p p o r t  t h i s  c o n te n t io n .
There a r e ,  f o r  example, s ig n s  t h a t  a few l a rg e  Ja p an ese  m u l t i n a t i o n a l s  
a re  becoming l e s s  and l e s s  " J a p a n - c e n t r e d " .  U n t i l  r e c e n t l y  Japanese  
m u l t i n a t i o n a l s  tended  to be c o n s id e r a b ly  more h i g h - c e n t r a l i s e d  than  
t h e i r  w es te rn  c o u n t e r p a r t s ,  b u t  a s  Yoshino and Tsurumi have n o te d ,  by 
th e  m id -1 9 7 0 's  a number o f  f i rm s  were beg inn ing  to  l i n k  up t h e i r  
o v e rseas  p r o j e c t s  in  v a r io u s  c o u n t r i e s  i n t o  a genu ine  netw crk  o f  i n t c r -  
n a t i o m 1 b u s i n e r s ^ ^ ^ \  There i s  a l s o  ev idence  o f  in c r e a s in g  u re  of
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t a x  havens by Japanese  com panies .  S t a t i s t i c s  on t h i s  a r e  d i f f i c u l t  to  
c o l l e c t ,  s in c e  i t  i s  a p r a c t i c e  w hich i s  somewhat d isa p p ro v e d  o f  i n  
J a p a n ,  b u t  i t  i s  su g g e s te d  by th e  i n c l u s i o n  o f  c o u n t r i e s  l i k e  Bermuda 
i n  th e  l i s t  o f  th e  to p  f i f t e e n  h o s t  c o u n t r i e s  f o r  Jap an ese  in v e s tm e n t .  
I n  th e  l a s t  decade t h e r e  have a l s o  been an  i n c r e a s i n g  number o f  t i e - u p s  
between Japanese  and f o r e i g n  m u l t i n a t i o n a l  com pan ies .  I n  In d o n e s ia ,  
f o r  ex am ple , Japanese  com panies now have an  e q u i ty  i n t e r e s t  i n  th e  
l a rg e  n i c k e l  p r o j e c t s  c o n t r o l l e d  by th e  C anad ian  m u l t i n a t i o n a l  In c o ,
and have p a r t i c i p a t e d  i n  j o i n t  v e n tu re s  w i th  B r i t i s h  and Dutch
. ( 6 4 )com pan ies '  ,
A l l  th e s e  developm ents  m igh t be e x p e c te d  to  d iv i d e  th e  l o y a l t i e s  
o f  Japanese  f i r m s ,  and even  to  weaken th e  framework o f  common i n t e r e s t  
w ith  th e  governm ent. But a l th o u g h  th e s e  changes  i n  company s t r u c t u r e  
do a f f e c t  the  n a t u r e  o f  g o v e m m e n t-b u s in e s s  r e l a t i o n s ,  o th e r  e v id en ce  
p a r a d o x i c a l l y  s u g g e s ts  t h a t  J a p a n e s e  f i rm s  a r e  i n  some ways becoming 
more r a t h e r  th a n  l e s s  dependen t on governm ent f o r  th e  s u c c e s s  o f  t h e i r  
f o r e i g n  in v e s tm en t  p r o j e c t s .  T h is  i s  p a r t l y  because  o f  th e  r e c e n t  
t r e n d  tow ards la r g e  " n a t i o n a l "  re s o u rc e -d e v e lo p m e n t  p r o j e c t s  such  a s  
th e  Asahan P r o j e c t .  These v e n tu r e s  need  governm ent s u p p o r t  b o th  
f i n a n c i a l l y ,  because  o f  th e  g r e a t  r i s k s  in v o lv e d ,  and p o l i t i c a l l y  
because  the  economic and  s o c i a l  im pact o f  su ch  p r o j e c t s  on th e  h o s t  
c o u n t ry  i s  too  g r e a t  to  be h a n d le d  by a  p r i v a t e  company a lo n e .  The 
grow th  o f  f o r e ig n  in v e s tm e n t  h a s  had o th e r  w id e r  i m p l i c a t io n s  which 
have in c r e a s e d  th e  i n t e r a c t i o n  between J a p a n e s e  m u l t i n a t i o n a l s  and 
governm ent. The s t r a t e g y  o f  t r a n s f e r r i n g  c e r t a i n  ty p e s  o f  i n d u s t r y  
to  l e s s  developed  c o u n t r i e s  and  f o s t e r i n g  new k n o w le d g e - in te n s iv e  
i n d u s t r i e s  a t  home i n e v i t a b l y  r e q u i r e s  s t r o n g  s u p p o r t  from th e  govern ­
ment -  p ro v id in g  a s s i s t a n c e  f o r  a r e a s  where t r a d i t i o n a l  i n d u s t r i e s  a r e  
d e c l in in g ,  g iv in g  a s s i s t a n c e  to  th e  developm ent o f  th e  com puter, a e r o ­
space  and o th e r  i n d u s t r i e s .  At th e  same t im e ,  a d v e rse  r e a c t io n s  to
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th e  grow th  o f Jap an ese  in v e s tm e n t i n  S o u th e a s t  A sia  have som etim es 
made i t  n e c e s s a ry  f o r  th e  governm ent to  in te rv e n e  i n  th e  i n t e r e s t s  o f  
good i n t e r n a t i o n a l  r e l a t i o n s .  In  th e  c a se  o f  J a p a n , t h e r e f o r e ,  i t  does 
n o t seem l i k e l y  t h a t  m u l t in a t io n a l  com panies w i l l  lo s e  t h e i r  n a t i o n a l  
i d e n t i t y ,  o r  t h a t  th e  o v e r a l l  power and s o v e re ig n ty  o f  th e  Ja p a n e se  
governm ent w i l l  be d im in ish e d  by th e  i n t e r n a t i o n a l  s p re a d  o f  Ja p a n e se  
b u s in e s s  e n t e r p r i s e s .
P ro sp e c ts  f o r  th e  F u tu re
The p o s t-w a r  h i s t o r y  o f  J a p a n e se  com panies in  S o u th e a s t A s ia  
ap p ea rs  to  conform  to  th e  e x p e c ta t io n s  o f  th o s e  w r i t e r s  who a rg u e d  
th a t  th e  sp re a d  o f  th e  m u l t in a t io n a l  o v e rs e a s  would p roduce a c o r r e s ­
ponding sp re a d  in  th e  p o l i t i c a l  in f lu e n c e  and p o l i t i c a l  in v o lv em en ts  o f  
the  home governm ent. Some o b s e rv e rs  o f  t h i s  t r e n d  have gone on to  
a rg u e  t h a t  th e  ex p an sio n  o f  J a p a n 's  econom ic i n t e r e s t s  i n  S o u th e a s t 
A sia  would in e v i t a b l y  le a d  to  m i l i t a r y  c o n f l i c t .  Thus N agasu K azu ji 
p r e d ic t e d : -
"One day  in  th e  l a t t e r  h a l f  o f  th e  1 9 7 0 's  in  a c e r t a i n  c o u n try  
in  S o u th e a s t A sia  th e r e  w i l l  be a  ro c k - th ro w in g  d e m o n s tra tio n  
a g a in s t  Jap an ese  b u s in e s s .  The Ja p a n e se  governm ent w i l l  be 
h a rd  p re s s e d  to  do so m eth in g , and  e v e ry  day f i lm  c l i p s  o f  th e  
d an g er to  Jap an ese  w i l l  f i l l  th e  t e l e v i s i o n  s c re e n .  The whole 
c o u n try  w i l l  be a g i t a t e d .  The m a ritim e  s e l f - d e f e n c e  f o r c e s ,  
on th e  humane p r e te x t  o f  s a v in g  th e  l i v e s  o f  o u r c o u n try m e n ,/ ,  x 
w i l l  ru sh  to  th e  t r o u b le  s p o t  to  p r o te c t  J a p a n e se  i n t e r e s t s " '  '
In  f a c t ,  such  p e s s im is t ic  p ro p h e c ie s  have n o t  been  f u l f i l l e d ,  p a r t l y  
b ecause  o f  th e  p r e s s u re s  o f  J a p a n e se  and  w orld  p u b l ic  o p in io n  a g a i n s t  
m i l i t a r y  v e n tu re s  o f  t h i s  k in d ,  p a r t l y  no d oub t b eca u se  Ja p a n e se  m u l t i ­
n a t io n a l  com panies th e m se lv es  a re  w e ll aw are t h a t  gu n b o a t d ip lom acy  i s  
n o t in  t h e i r  own lo n g - te rm  i n t e r e s t s .  But th e re  a r e  o th e r  i s s u e s  w hich 
a re  r a i s e d  by th e  grow th o f  J a p a n 's  p o l i t i c a l  r o le  in  S o u th e a s t A sia . 
P ro fe s s o r  Yano, a s  we have se e n , d i s t i n g u i s h e s  betw een two main p h a se s
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in  J a p a n 's  p re -w a r  r e l a t i o n s h i p  w ith  S o u th e a s t A s ia : th e  f i r s t  p h a se , 
th a t  o f  " c o n ta c ts  w ith  th e  S ou th  Seas" (Nanyo K anyo), was c h a r a c te r i s e d  
by a  l a r g e l y  u n o f f i c i a l  r e l a t i o n s h i p  based  on th e  p r iv a t e  a c t i v i t i e s  o f 
Jap an ese  com panies and in d iv id u a l  Ja p a n e se  e m ig ra n ts . The second  
p h ase , t h a t  o f  "S ou thw ards Advance" (N ansh in) was c h a r a c te r i s e d  by 
governm ent i n t e r v e n t i o n  and  a  grow ing em phasis on th e  n a t io n a l  
i n t e r e s t ^ ^ ^ ) .  I t  i s  p o s s ib le  to  see  c e r t a i n  p a r a l l e l s  in  p o s t-w a r  
d ev e lo p m en ts , w here J a p a n 's  economic l i n k s  w ith  In d o n e s ia  and o th e r  
S o u th e a s t A sian  c o u n t r i e s  have a c q u ire d  in c r e a s in g  p o l i t i c a l  im p o rta n c e , 
and w here th e  t r e n d  h as  moved from  s m a l l - s c a le  p r o je c t s  m o tiv a te d  by 
p r iv a te  p r o f i t , to w ard s  a  grow ing number o f  l a r g e - s c a le  p r o j e c t s  
m o tiv a te d  m a in ly  by  " n a t io n a l  p o lic y "  c o n s id e r a t io n s .
As in  th e  p re -w a r  p e r io d ,  i t  can  be s a id  t h a t  th e  in c r e a s in g  
" p o l i t i c i s a t i o n "  o f  r e l a t i o n s  w ith  S o u th e a s t A sia  h a s  a r i s e n  p a r t l y  
from e x te r n a l  c i rc u m s ta n c e s  ( in  t h i s  ca se  th e  o i l  c r i s i s  and A m e r ic a 's  
d e c l in in g  econom ic and  m i l i t a r y  p re sen ce  in  th e  r e g io n ) .  B u t, a s  i n  the  
p re -w a r p e r io d ,  i t  i s  a l s o  re a s o n a b le  to  su g g e s t t h a t  th e  e x i s te n c e  o f  
c lo s e  t i e s  be tw een  b u s in e s s  and governm ent, and th e  g row th  o f  p r iv a t e  
econom ic i n t e r e s t s  i n  S o u th e a s t A s ia , s e t  th e  s ta g e  f o r  p o l i t i c a l  
moves to w ard s S o u th e a s t  A sia  a s  a  re sp o n se  to  u n fa v o u ra b le  changes i n  
th e  w orld  econom ic c l im a te .  The need  to  c r e a te  a c l o s e r  and more 
fo rm a l fram ew ork o f  r e l a t i o n s  w ith  S o u th e a s t A sia  i s  l i k e l y  to  be a 
m ajo r p rob lem  f o r  f u tu r e  Ja p a n e se  governm en ts , and th e  o p tio n s  open 
to  Jap an  w i l l  be d is c u s s e d  f u r t h e r  in  th e  f i n a l  c h a p te r .
187
TABLE 3.1
JAPANESE OFFICIAL AID TO INDONESIA 1973-1977 
(e x c lu d in g  a s s i s t a n c e  th ro u g h  i n t e r n a t i o n a l  a g e n c ie s )
^  m.
io  o f
T o ta l  O f f i c i a l  
A id  Paym ents
1973 142.9 1 8 .7 ^
1974 221.1 2 5 .1 ^
1975 197 .9 2 3 .3 ^
1976 200 .5 2 6 .6 ^
1977 148.3 1 6 .5 ^
T o ta l 910 .7 2 1 .9 ^
S ource: M in is try  o f  F o re ig n  A f f a i r s ,  Japan ,
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M u lt in a t io n a l  com panies a r e  n o t  s im p ly  c h a n n e ls  th ro u g h  w hich 
c a p i t a l ,  te ch n o lo g y  and  m a n a g e ria l s k i l l s  flo w  a c r o s s  i n t e r n a t i o n a l  
b o rd e r s .  As e n t i t i e s  p o s s e s s in g  a  h ig h  d eg ree  o f  o r g a n i s a t io n ,  l a r g e  
c a p i t a l  r e s o u rc e s  and o f te n  s o p h i s t i c a t e d  te c h n ic a l  know-how th e y  have 
th e  power to  e x e r t  (and  in d e e d  c a n n o t a v o id  e x e r t in g )  an  in f lu e n c e  
beyond th e  im m ediate co n seq u en ces  o f  t h e i r  b u s in e s s  t r a n s a c t i o n s .  In  
t h e i r  home c o u n try , a s  we have s e e n ,  m u l t in a t io n a l  c o rp o ra t io n s  in f lu e n c e  
th e  shape  o f  p o l i c i e s ,  in c lu d in g  f o r e ig n  p o l i c y ,  b o th  i n a d v e r te n t ly  i n  
t h e i r  p u r s u i t  o f  c o rp o ra te  p r o f i t s  an d  c o n s c io u s ly  th ro u g h  t h e i r  
le v e ra g e  on th e  p o l i t i c a l  sy s tem . I n  h o s t  c o u n t r i e s ,  to o ,  th e  p re se n c e  
o f th e  f o r e ig n  m u l t in a t io n a l  h a s  in e s c a p a b le  p o l i t i c a l  and s o c i a l  con­
se q u e n c e s . B ut th e  n a tu r e  o f  th e s e  c o n se q u e n c e s , and  th e  d eg ree  o f  
p o l i t i c a l  p a s s io n  w hich  th e  f o r e ig n  m u l t in a t io n a l  e x c i t e s ,  w i l l  depend 
to  a  g r e a t  e x te n t  on th e  s t r e n g t h  and  th e  l e v e l  o f  developm ent o f  
l o c a l  b u s in e s s  o r g a n is a t io n s  and  o f  l o c a l  p o l i t i c a l  emd a d m in is t r a t iv e  
s t r u c t u r e s .
The P o l i t i c s  o f  "D ependencia"
In  th e  p a s t  tw en ty  y e a r s  much h a s  been  w r i t t e n  ab o u t th e  e f f e c t  
o f  th e  m u l t in a t io n a l  c o r p o r a t io n  on l e s s  d ev e lo p ed  c o u n t r i e s .  A tte n ­
t i o n  h as  been fo c u se d  m a in ly  on th e  d i r e c t  econom ic e f f e c t s :  on th e  
b a la n c e  o f  paym ents, on th e  c r e a t i o n  o f  em ploym ent, on th e  t r a n s f e r  o f  
te c h n o lo g y , e t c .  B u t, t h e o r e t i c a l l y  a t  l e a s t ,  th e s e  economic in f lu e n c e s  
can  be c o n t r o l le d  to  a  la rg e  d eg ree  by  h o s t  c o u n try  l e g i s l a t i o n .  H ost 
governm ents may in t ro d u c e  ta x e s  o r  in c e n t iv e s  to  s t e e r  f o r e ig n  in v e s to r s  
i n t o  c e r t a i n  i n d u s t r i e s ,  p a ss  law s on th e  employment o f  f o r e ig n  n a t io n a l s  
and  th e  r e p a t r i a t i o n  o f  p r o f i t s ,  and th r e a te n  u n c o -o p e ra t iv e  f o r e ig n  
e n t e r p r i s e s  w ith  th e  u l t im a te  d e t e r r e n t  o f  n a t i o n a l i s a t i o n .  So any
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a n a ly s i s  o f  th e  im p ac t o f  th e  m u l t in a t io n a l  m ust a l s o  c o n s id e r  th e  
e x te n t  to  w hich T h ird  W orld governm ents have th e  pow er and p o l i t i c a l  
w i l l  to  u se  such  c o n t r o l s  s u c c e s s f u l ly ,  and  th e  e x t e n t  to  w hich th e  
p re se n c e  o f  f o r e ig n  m u l t in a t io n a l s  may weaken o r  s u b v e r t  th e  p o l i t i c a l  
p ro c e s s e s  o f  th e  h o s t  c o u n try .
One w id e ly -a c c e p te d  view  i s  t h a t  h o s t  c o u n try  p o l i t i c a l  and 
econom ic e l i t e s  i d e n t i f y  th e m se lv es  w ith  f o r e ig n  i n t e r e s t s  r a t h e r  th a n  
w ith  th e  i n t e r e s t s  o f  th e  m a jo r i ty  o f  p e o p le  i n  t h e i r  own c o u n try .
T his ap p ro ac h  was v iv i d ly  e x p re sse d  by M alcolm C a ld w e ll,  who c h a ra c ­
t e r i s e d  th e  a im s o f  b o u rg e o is ie  in  th e  T h ird  W orld a s  b e in g
" th e  e x c lu s iv e  l i c e n c e  to  im p o rt o r  p roduce l o c a l l y ,  th e  
governm ent c o n t r a c t ,  l u c r a t iv e  c o l l a b o r a t io n  w ith  r i c h  
f o r e ig n  co m pan ies, and a  m u lti tu d e  o f  o th e r  p r a c t i c e s  to  
make maxi mum money f o r  minimum e f f o r t .  . . .  The o n ly  
p o in t  o f  th e  e x e r c is e  i s  to  a t t a i n  an q u ic k ly  a s  p o s s ib le  
a  f la s h y  m e re tr ic io u s  W e s te m -s ty le  way o f  l i f e ,  w ith  b ig  
a i r - c o n d i t i o n e d  c a r s ,  v a s t  showy g a d g e t - in f e s te d  subu rban  
v i l l a s ,  c h i ld r e n  a t  sc h o o l and u n i v e r s i t y  in  A m erica , 
A u s t r a l i a ,  o r  Europe f o r  th e  sake  o f  o s t e n t a t i o n ,  and so 
o n " ( 1 ) .
In  o rd e r  to  m a in ta in  t h e i r  p o s i t i o n ,  C a ld w e ll a rg u e d . T h ird  W orld
e l i t e s  w ere fo rc e d  in t o  e v e r - c lo s e r  c o -o p e ra t io n  w ith  th e  com panies and
governm ents o f  th e  advanced  c a p i t a l i s t  n a t i o n s .  T h e ir  r o l e  was " to
( 2 )su p p re s s  t h e i r  own p e o p le  f o r  th e  b e n e f i t  o f  f o r e ig n  i n t e r e s t s " '  
A lthough  n a t io n a l  a l l i a n c e s  m igh t be fo rg e d  d u r in g  th e  s t r u g g le  f o r  
p o l i t i c a l  in d e p en d en ce , such  a l l i a n c e s  w ere in v a r i a b ly  tem p o ra ry  and 
f r a g i l e  o n es :
" I t  was o bv ious even b e fo re  th e  s e a l  o f  i n t e r n a t i o n a l  re c o g ­
n i t i o n  had  been  p u t on In d o n e s ia n  in d e p e n d e n c e , f o r  exam ple, 
t h a t  c l a s s  d i f f e r e n c e s  w ere a l r e a d y  d i s r u p t i n g  th e  d is p a r a t e  
f o r c e s  t h a t  had jo in e d  u n d e r e l i t e  le a d e r s h ip  to  f i g h t  th e  
D u tch . A f te r  in d e p en d en ce , unchecked by a  p r in c i p l e d  and 
d i s c i p l in e d  p a r ty ,  th e  v a r io u s  e lem en ts  w ent t h e i r  own w ays, 
th e  r i c h  la n d lo r d s  and com pradore and n a t io n a l  b o u rg e o is ie  to  
p r o f i t e e r  and th e  p o o r to  k n u ck le  down a g a i n "
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T h is  em phasis  on th e  a l l i a n c e  betw een T h ird  W orld e l i t e s  and 
e x te r n a l  p o l i t i c a l  and econom ic f o r c e s  h a s  been  c r i t i c i s e d  by some 
w r i t e r s ,  who have seen  th e  g row th  o f  h o s t- c o u n try  c o n t r o l s  on th e  m u l t i ­
n a t io n a l ,  and  th e  developm en t o f  p ro d u c e r  c a r t e l s  su ch  a s  OPEC, a s  
ev idence o f  a  more com plex and u n s ta b le  r e l a t i o n s h ip  be tw een  f o r e ig n  
in v e s to r s  and  h o s t - c o u n t ry  e l i t e s .  W rit in g  from t h i s  p o in t  o f  v ie w , 
Theodore Moran has p u t fo rw a rd  th r e e  h y p o th e se s  a b o u t p o s s i b le  ca u se s  
o f  f r i c t i o n  betw een f o r e ig n  m u l t in a t io n a l s  and d o m e stic  e l i t e s :
1. " t h a t  th e  p e n e t r a t i o n  o f  f o r e ig n  in v e s to r s  th r e a te n s  th e  
i n t e r e s t s  o f ,  and e v e n tu a l ly  k in d le s  a  r e a c t i o n  among,
a t  l e a s t  th r e e  d i s t i n c t  g ro u p s  i n  th e  h o s t - c o u n t ry  -  l o c a l  
p ro d u c e rs  f o r  whom m u l t in a t io n a l s  mean in c r e a s e d  co m p eti­
t i o n ,  governm ent o f f i c i a l s  ( t e c n ic o s ) f o r  whom m u l t i ­
n a t io n a l s  mean a  h in d ra n c e  to  th e  e x e r c is e  o f  m acro - 
econom ic p o l i c y ,  and  p o l i t i c a l  le a d e r s  f o r  whom m u l t i ­
n a t io n a l s  mean a  c h a l le n g e  to  n a t io n a l  s o v e re ig n ty  (an d  
f o r  whom th e  i s s u e  o f  f o r e ig n  dom ination  p ro v id e s  a  way 
o f g a in in g  p u b l ic  p ro m in en ce) " ;
2 . " t h a t  th e  sq u e e z in g  o f  f o r e ig n  in v e s to r s  p ro v id e s  a  c h a n n e l 
f o r  d o m estic  e l i t e s  to  t r y  to  ta k e  th e  p r e s s u r e  o f f  them­
s e lv e s  a s  u r b a n i s a t io n ,  i n d u s t r i a l i s a t i o n ,  and s o c i a l  
m o b i l i s a t io n  in c r e a s e  th e  demand f o r  governm ent programmes 
f in a n c e d  by ta x  re v e n u e " ;
5 . " t h a t  th e  s e l f - i n t e r e s t s  o f  f irm s  th e m se lv e s  i n  d iv e r s e  
k in d s  o f  i n d u s t r i e s  sh o u ld  engender p ro fo u n d  s p l i t s  
w ith in  th e  f o r e ig n  b u s in e s s  community a b o u t th e  k in d  and 
e x te n t  o f  s o c ia l  change c o n s id e re d  d e s i r a b l e  w i th in  th e  
h o s t  c o u n try " ( 4 ) .
These h y p o th e se s  form  a  c o n v e n ie n t fram ework w hich  can  be u sed  
when c o n s id e r in g  th e  r e l a t i o n s h i p  betw een Jap an ese  i n v e s to r s  and 
In d o n e s ia n  e l i t e s .  To a n t i c i p a t e  th e  c o n c lu s io n s  o f  t h i s  c h a p te r ,  
M oran 's h y p o th e se s  have o n ly  a  l im i t e d  re le v a n c e  to  th e  s i t u a t i o n  in  
In d o n e s ia .  But in  o rd e r  to  u n d e rs ta n d  why h i s  p r e d ic t io n s  o f  th e  
e l i t e ' s  r e a c t io n s  to  th e  f o r e ig n  m u l t in a t io n a l  have n o t  b een  f u l f i l l e d  
i t  i s  n e c e s s a ry  to  c o n s id e r  th e  n a tu r e  o f  th e  In d o n e s ia n  b u s in e s s  and 
p o l i t i c a l  s t r u c t u r e .  T e s t in g  th e s e  h y p o th e se s  a g a in s t  th e  a c t u a l  
s i t u a t i o n  in  In d o n e s ia  may a l s o  h e lp  to  c l a r i f y  th e  r a t h e r  am biguous
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and uneasy  r e l a t i o n s h i p  w hich e x i s t s  betw een lo c a l  e l i t e s  and fo r e ig n  
m u l t in a t io n a l s ,  and to  e x p la in  why th e  g row th  o f  J a p a n e se  in v e s tm e n t 
has been an  im p o r ta n t i s s u e  i n  In d o n e s ia n  p o l i t i c s  d u r in g  th e  l a s t  
decade .
Jap an ese  In v e s to r s  and th e  In d o n e s ia n  C h inese  Community
One c o m p lic a tio n  a r i s e s  from  th e  p o s i t i o n  o f  th e  C h inese  m in o r i ty  
in  In d o n e s ia n  b u s in e s s .  The power o f  th e  e th n ic  C h in e se  in  In d o n e s ia n  
econom ic l i f e  i s  n o t  e a s y  to  e s t im a te ,  b u t i s  g e n e r a l ly  re c o g n ise d  to  
be s u b s t a n t i a l .  One r e c e n t  r e p o r t  s t a t e s ,  f o r  exam ple , t h a t  30 o f  th e  
46 m a jo r In d o n e s ia n  s h ip p in g  com p an ies , te n  o f  th e  tw e lv e  l a r g e s t  con­
s t r u c t i o n  com panies, and  23 o f  th e  35 In d o n e s ia n  com panies r e p r e s e n te d
( 5 )a t  th e  1978 ASEAN t r a d e  f a i r  in  Sydney w ere C h in e s e - c o n t r o l le d ' .
S ince  th e  m a jo r i ty  o f  p e o p le  o f  C h inese  o r ig i n  a re  now In d o n e s ia n  
c i t i z e n s ,  and many have  a d o p te d  In d o n e s ia n -so u n d in g  nam es, th e  s i z e  o f  
th e  C hinese m in o r i ty  i t s e l f  i s  open to  q u e s t io n ,  b u t  e s t im a te s  ran g e  
from 2 .4  m i l l io n  to  3 .8  m i l l i o n ,  o r  a b o u t 3^  o f  th e  t o t a l  In d o n e s ia n  
p o p u l a t i o n ^ .
The p o s i t i o n  o f  th e  C h in ese  community i n  p o s t- in d e p e n d e n c e  South­
e a s t  A s ia  (e x c lu d in g  S in g a p o re )  h a s  som etim es been  l ik e n e d  to  t h a t  o f
( 7 )th e  Jew ish  community i n  E urope a t  th e  b e g in n in g  o f  t h i s  c e n tu ry  *. A 
more a c c u ra te  an a lo g y  w ould be th e  s i t u a t i o n  o f  th e  A sian  m in o r i ty  in  
th e  fo rm er B r i t i s h  c o lo n ie s  o f  E a s t A f r ic a .  In  o th e r  w ords, i t  i s  a  
p o s i t io n  in  w hich v a ry in g  d e g re e s  o f econom ic power have been  com bined 
w ith  c o n s id e ra b le  p o l i t i c a l  and  s o c ia l  d is c r im in a t io n .  Most o f  th e  
C hinese s e t t l e r s  in  In d o n e s ia  a r r iv e d  d u r in g  th e  l a t e  1 9 th  c e n tu ry  o r 
e a r ly  2 0 th  c e n tu ry  to  work a s  c o o l ie s  and  p l a n t a t i o n  w o rk e rs . Ifeny 
su b se q u e n tly  e n te re d  com m ercial l i f e ,  w here t h e i r  p o s i t i o n  as  t r a d e r s ,  
shopkeepers  and m iddlem en, and th e  p r e s e r v a t io n  o f  t h e i r  e th n ic  i d e n t i t y ,  
was encouraged  by D utch c o lo n ia l  l e g i s l a t i o n .  T h is ,  on th e  one h and ,
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p re v e n te d  them from  e n te r in g  fa rm in g  by  r e s t r i c t i n g  t h e i r  la n d h o ld in g  
r i g h t s  an d ; on th e  o th e r ,  a s s ig n e d  to  them th e  s e p a r a te  s t a t u s  o f  
" f o r e ig n  o r i e n t a l s "  u n d e r r a c i a l  c l a s s i f i c a t i o n  la w s . As W ertheim has 
w r i t t e n :
" In  t h e i r  f u n c t io n  o f  p r o f e s s io n a l  t r a d e r s ,  th e  C h in e se  were 
h e ld  in  l i t t l e  esteem  by th e  In d o n e s ia n  n o b i l i t y  and  p e a s a n t .  
B u t i n  th e  c o lo n ia l  e s t im a t io n  th e y  w ere , w i th in  c e r t a i n  
l i m i t s ,  v e ry  u s e f u l  and u s u a l ly  f a i r l y  lo y a l  in t e r m e d ia r ie s  
betw een  th e  w h ite  man and th e  In d o n e s ia n  p o p u la t io n ,  w ith  
g r e a t e r  a f f i n i t y  to  th e  fo rm e r th a n  th e  n a t iv e  p e o p le " ! ^ ) .
T h is  s i t u a t i o n  ten d ed  to  h e ig h te n  a n t i -C h in e s e  f e e l i n g  in  th e  
im m ediate  p o s t-w a r  p e r io d .  The c i t i z e n s h i p  o f  C h in e se -In d o n e s ia n s  
became a  m ajor p o l i t i c a l  i s s u e ,  and a l th o u g h  la r g e  num bers o f  C h inese  
r e s id e n t s  a c q u ire d  In d o n e s ia n  n a t i o n a l i t y  u n d e r th e  D ual N a t io n a l i t y  
A greem ent w hich came in t o  fo rc e  i n  I9 6 0 , t h i s  ag reem en t was a b ro g a te d  
i n  1969, and o v e r one m i l l io n  In d o n e s ia n  r e s id e n t s  o f  C h inese  o r ig in  
a r e  s t i l l  o f f i c i a l l y  s t a t e l e s s ,  o r  n a t i o n a l s  o f  th e  P e o p le 's  R ep u b lic
( 9 )o f C hina o r  T aiw an ' ^ . The p r e s e n t  In d o n e s ia n  a d m in is t r a t io n  h as  
r e c e n t l y  in t ro d u c e d  m easu res to  sp eed  th e  n a t u r a l i s a t i o n  o f  th e  non- 
In d o n e s ia n  members o f  th e  C hinese com m unity, and t h i s  w ould u n d o u b te d ly  
h e lp  in c re a s e  t h e i r  a s s im i la t io n  i n t o  In d o n e s ia n  s o c i e t y ,  and e a se  th e  
p r e s s u r e s  o f b u r e a u c r a t ic  h a ra ssm en t w hich  have som etim es been d i r e c te d  
a g a in s t  n o n -In d o n e s ia n  c i t i z e n s .  But th e  fa d in g  o f  c u l t u r a l  d i f f e r e n c e s  
i s  bound to  be a  s lo w e r p ro c e s s .  In  th e  p a s t ,  th e  C h in ese  have 
f r e q u e n t ly  been  u sed  a s  sc a p e g o a ts  f o r  econom ic f a i l u r e s ,  and in  t h i s  
r e s p e c t ,  l i t t l e  d i s t i n c t i o n  h as  been  made betw een th o se  who a re  and  
th o se  who a re  n o t  In d o n e s ia n  c i t i z e n s .  I r o n i c a l l y ,  th e  p o l i t i c a l  
p r e s s u r e s  on C h in e se -In d o n e s ia n s  may have h e lp e d  to  enhance t h e i r  r o le  
i n  commerce and in d u s t r y ,  j u s t  a s  th e  p o l i t i c a l  h a n d ic a p s  o f  r e l i g io u s  
d i s s e n t e r s  a re  b e l ie v e d  to  have been  p a r t l y  r e s p o n s ib le  f o r  th e  l a t t e r s '  
p rom inence am ongst th e  e n tre p re n e u rs  o f  th e  E n g lis h  i n d u s t r i a l  
r e v o lu t io n .
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Moran assum es t h a t  f o r e ig n  in v e s tm e n t w i l l  com pete w ith  th e  
a c t i v i t i e s  o f  dom estic  e n t r e p r e n e u r s  and e v e n tu a l ly  a ro u s e  t h e i r  
econom ic o p p o s i t io n .  In  th e  p re -w a r  p e r io d  th e r e  was i n  f a c t  some 
ev id en ce  o f  t h i s  ty p e  o f  a n tag o n ism  betw een  Ja p a n e se  i n t e r e s t s  and  th e  
C h inese  com m unities i n  S o u th e a s t  A s ia ,  a l th o u g h , a s  we hav e  s e e n , th e  
im m ediate c a u se s  o f  th e  a n t i - J a p a n e s e  b o y c o t ts  o f  th e  1950*s were 
p o l i t i c a l  r a t h e r  th a n  econom ic. In  th e  p o s t-w a r  p e r io d ,  d e s p i t e  some 
c r i t i c i s m  o f  Jap an  from  p ro m in en t members o f  th e  In d o n e s ia n -C h in e se  
com munity, th e  r e l a t i o n s h i p  h as  e s s e n t i a l l y  been a  c o - o p e r a t iv e  one.
Two re a so n s  f o r  t h i s  may be su g g e s te d . The f i r s t  i s  t h a t  th e  
im p ac t o f  J a p a n e se  in v e s tm e n t on th e  i n t e r e s t s  o f  l o c a l l y  e s ta b l i s h e d  
businessm en  h as  by no means been  a  w ho lly  h a rm fu l o n e . F o r many sm a ll 
e n t e r p r i s e s  in  t r a d i t i o n a l  m a n u fa c tu r in g , p a r t i c u l a r l y  t e x t i l e s ,  th e  
a r r i v a l  o f  la r g e  modern Japanese-ow ned  co n ce rn s  h a s  c e r t a i n l y  s p e l t  
r u i n ,  b u t  f o r  th o s e  in  o th e r  a r e a s  such  as  r e t a i l  d i s t r i b u t i o n ,  t r a n s ­
p o r t ,  e t c . ,  J a p a n e se  in v e s tm e n t h a s  c r e a te d  more o p p o r tu n i t i e s  th a n  i t  
d e s tro y e d .  T h is  i s  p a r t i c u l a r l y  t r u e  o f  th e  l a r g e r  and more s u c c e s s f u l  
l o c a l  b u s in e s s e s ,  w hich  w ere i n  a  p o s i t i o n  to  e n t e r  i n t o  p a r tn e r s h ip s  
w ith  Ja p a n e se  i n v e s t o r s .  A v e ry  la r g e  p e rc e n ta g e  o f  Ja p a n e se  m anufac­
tu r in g  p r o je c t s  ta k e  th e  form  o f  such  j o i n t  v e n tu r e s ,  w ith  th e  Ja p a n e se  
s id e  p ro v id in g  th e  m a jo r i ty  o f  th e  c a p i t a l  and th e  l o c a l  p a r tn e r  p ro ­
v id in g  e x p e r t i s e  on In d o n e s ia n  b u s in e s s  m ethods, th e  r e c ru i tm e n t  o f  
p e rs o n n e l e t c .  Many o f  th e s e  j o i n t  v e n tu re s  a r e  w ith  b u sinessm en  o f  
C h inese  o r ig i n .  One w id e ly  q u o te d  e s t im a te  (by  a  Ja p a n e se  em bassy 
spokesman) i s  t h a t  by  1974 70^  o f  J a p a n 's  138 j o i n t  v e n tu re s  w ere w ith  
C hinese p a r tn e rs ^
The second  p o in t  w hich m ust be em phasised  i s  t h a t  M oran 's  
h y p o th e s is  o v e rlo o k s  th e  p o s s i b i l i t y  o f  c u l t u r a l  and p o l i t i c a l  com­
p l i c a t i o n s  such a s  e x i s t  i n  th e  ca se  o f  th e  In d o n e s ia n -C h in e se  community.
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I t  h as  been  su g g e s te d  by a  le a d in g  o b s e rv e r  o f  In d o n e s ia n  p o l i t i c s  
t h a t  t h e i r  a s s o c ia t io n  w ith  f o r e ig n  in v e s tm e n t h a s  in c r e a s e d  th e  v u ln e r ­
a b i l i t y  o f  th e  C hinese b u s in e s s  community to  c r i t i c i s m  from  o th e r  
s e c to r s  o f  In d o n e s ia n  s o c ie ty ^ ^ ^ ^ .  T h is  would a p p e a r  to  be bo rne  o u t 
by th e  e v e n ts  o f  1974, when r i o t s  o r i g i n a l l y  d i r e c t e d  a g a in s t  Jap an ese  
in v e s to r s  r a p id ly  s p i l l e d  o v e r  in t o  in d i s c r im in a te  v io le n c e  a g a in s t  
C hinese b u s in e s s  p r o p e r t i e s .  But w hether o r  n o t  t h i s  a s se s sm e n t i s  
c o r r e c t ,  i t  i s  c le a r  t h a t  th e  C h inese  b u s in e s s  com m unity, b ecause  o f 
i t s  s p e c ia l  s i t u a t i o n  i n  In d o n e s ia n  s o c i e t y ,  i s  in  no p o s i t i o n  to  le a d  
a  c ru sa d e  a g a in s t  f o r e ig n  c a p i t a l ,  even i f  i t  sh o u ld  be i n  i t s  own 
econom ic i n t e r e s t s  to  do s o .
Jap an ese  In v e s tm e n t and th e  F ribum i I s s u e
P o s t-w a r  In d o n e s ia n  governm ents have o f  c o u rs e  been c o n sc io u s  o f  
th e  ab sen ce  o f  a  s t ro n g  in d ig e n o u s  ( p rib u m l) b u s in e s s  c l a s s ,  and  have 
made s p o ra d ic  a t te m p ts  to  f o s t e r  th e  developm ent o f  such  a  c l a s s .  In  
th e  1950 ' s  th e  a t te m p ts  to o k  th e  form  o f  s u b s id ie s  to  p ribum i e n t e r ­
p r i s e s  to g e th e r  w ith  e x p r o p r ia t io n  o f  fo re ig n -o w n e d  e n t e r p r i s e s  and 
m easures aim ed a t  r e s t r i c t i n g  th e  power o f  th e  C h in e se  com munity. From 
th e  f a l l  o f  Sukarno u n t i l  1974 th e  p rim ary  em phasis  was on econom ic 
r e h a b i l i t a t i o n  and developm ent: i n d u s t r i a l  e x p a n s io n  was an  aim  p e r  s e , 
and few econom ic p la n n e rs  w ere t r o u b le d  by th e  f a c t  t h a t  much o f  t h i s  
ex p an s io n  was f in a n c e d  and  c o n t r o l le d  by f o r e ig n  m u l t in a t io n a l  c o rp o ra ­
t i o n s .  The r i o t s  o f  1974, how ever, r e v e a le d  a  d i s tu r b i n g  l e v e l  o f  d i s ­
c o n te n t  w ith  e x i s t i n g  economic p o l i c i e s  and w ith  th e  grow ing p re se n c e  o f 
Ja p a n e se  com panies i n  In d o n e s ia .  In  th e  wake o f  th e  r i o t s ,  th e  g o v e rn ­
m ent in tro d u c e d  a new s t r a t e g y  w hich so u g h t to  u se  f o r e ig n  in v e s tm e n t a s  
a  means to  a s s i s t  th e  developm ent o f  a  c l a s s  o f  in d ig e n o u s  e n t r e p re n e u r s .  
Under th e  new f o re ig n  in v e s tm e n t p o l ic y  th e  governm ent r e q u ir e d  t h a t  a 
m a jo r i ty  sh a re  in  a l l  p r o je c t s  sh o u ld  be in  p rib u m i hands w ith in  te n  
y e a r s .  The governm ent a l s o  began to  advance c r e d i t  to  pribum i
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businessm en  on ad v a n ta g e o u s  te rm s , and  more r e c e n t l y ,  m e asu re s  have 
a l s o  been  in t ro d u c e d  to  e n s u re  t h a t  com panies from  th e  " e c o n o m ic a lly  
weak" ( i . e .  p r ib u m i) s e c t o r s  o f  s o c ie t y  sh o u ld  be g iv e n  p r e f e r e n c e  i n
( 12)b id d in g  f o r  governm ent c o n t r a c t s '  ,
B ut th e  s u c c e s s  o f  th e s e  m easu re s  so  f a r  i s  q u e s t io n a b le .  One 
m a jo r problem  i s  th e  s im p le  m a t te r  o f  f in a n c in g .  Becoming an  e n t r e ­
p re n e u r  by d e f i n i t i o n  r e q u i r e s  c a p i t a l ,  and no am ount o f  l e g i s l a t i o n  
can  c o n ju re  c a p i t a l  in t o  th e  han d s o f  p o t e n t i a l  p rib u m i b u s in essm en . 
T hus, even  w here f o r e ig n  com panies have  been  e a g e r  to  com ply w ith  
governm ent r e g u l a t i o n s ,  th e y  hav e  o f te n  found t h a t  t h e i r  l o c a l  p a r tn e r  
can n o t r a i s e  s u f f i c i e n t  fu n d s  to  in c r e a s e  h i s  s h a re  i n  th e  v e n tu re ,  
and  have e v e n tu a l ly  p roduced  some form  o f  f a c e - s a v in g  a rran g em en t by 
le n d in g  c a p i t a l  t o  th e  p ribum i p a r tn e r  o r  by in c r e a s in g  th e  d e b t - e q u i ty  
r a t i o  o f  th e  p r o j e c t .  V a rio u s  schem es have been  c o n s id e re d  f o r  th e  
s e t t i n g  up o f  a  f in a n c in g  body w hich w ould be c r e a te d  by a  c o n so rtiu m  
o f  fo r e ig n  in v e s to r s  and  p ro v id e  lo a n s  to  p ribum i p a r tn e r s  in  j o i n t  
v e n tu re s .  T hese schem es, how ever, w ould n o t  s o lv e  th e  dilemma o f
dependence on f o r e ig n  c a p i t a l ,  and  i n  tu r n  would r a i s e  f u r t h e r  p rob lem s
( 13)
o f  g u a ra n te e in g  th e  repaym ent o f  l o a n s ' L o ca l banks have a l s o
p la y e d  an  a c t iv e  r o l e  i n  p ro v id in g  c r e d i t  to  p rib u m i e n t r e p r e n e u r s ,  
b u t  h e re  a g a in  p rob lem s o f  g u a ra n te e in g  repaym ent a c t  a s  a  r e s t r i c t i n g  
f a c t o r .
I t  sh o u ld  be added  t h a t  th e  g o o d w ill o f  th e  f o r e ig n  in v e s t o r  i n  
th e  e x e rc is e  c a n n o t a lw ays be assum ed. Y oshino and  o th e r s  have n o te d  
t h a t ,  a s  m u l t in a t io n a l  com panies b e g in  to  l i n k  t h e i r  o v e rs e a s  v e n tu re s  
in t o  ne tw o rk s  o f  i n t e r n a t i o n a l  b u s in e s s ,  and a s  th e  s o p h i s t i c a t i o n  o f  
t h e i r  te c h n o lo g y  i n c r e a s e s ,  so  th e y  te n d  to  seek  g r e a t e r ,  and p r e f e r a b ly
( 14)t o t a l ,  f i n a n c i a l  and m a n a g e r ia l  c o n t r o l  o v e r  t h e i r  o v e rs e a s  v e n tu re s  .
Ja p an ese  com panies have i n  f a c t  had a  p a r t i c u l a r l y  good r e c o rd  o f
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a c c e p t in g  j o i n t - v e n t u r e s  o v e rs e a s  r a t h e r  th a n  dem anding w h o le-ow nersh ip  
o f  t h e i r  s u b s i d i a r i e s . However, b o th  Y oshino and  T surum i found t h a t ,  
once th e  i n i t i a l  d i f f i c u l t i e s  o f  o p e ra t in g  a  p r o j e c t  a b ro a d  were 
m a s te re d , J a p a n e s e  m u l t in a t io n a l  com panies te n d e d  to  f e e l  th e  need  f o r  
in c r e a s in g  f i n a n c i a l  and  m a n a g e r ia l  c o n t r o l  o v e r  t h e i r  s u b s i d i a r i e s .  
T h is  t h r e a te n s  to  b r in g  th e  i n t e r e s t s  o f  th e  m u l t in a t io n a l  company in t o  
d i r e c t  c o n f l i c t  w ith  th e  p o l i c i e s  o f  th e  h o s t  c o u n t ry .  D evelopm ents 
so  f a r  s u g g e s t  t h a t  th e  outcome o f  such  c o n f l i c t s  o f  i n t e r e s t  w i l l  
ta k e  th e  form  m a in ly  o f  compromise a rra n g e m e n ts  l i k e  th o s e  o u t l in e d  
ab o v e , w ith  a  m a jo r i ty  o f  s h a re s  p a s s in g  i n t o  th e  hands o f  th e  p ribum i 
p a r tn e r  w h ile  r e a l  f i n a n c i a l  and m a n a g e ria l c o n t r o l  rem a in s  in  th e  
hands o f  th e  f o r e ig n  company. The Ajiken/LEKNAS su rv e y  o f  Ja p an ese  
i n v e s t o r s  i n  In d o n e s ia  in  f a c t  found a  s l i g h t  movement tow ards m a jo r i ty  
In d o n e s ia n  e q u i ty  ow nership  i n  Jap an ese  s u b s i d i a r i e s ,  b u t  a t  th e  same 
tim e  n o te d  th e  e x tre m e ly  h ig h  d e b t e q u i ty  r a t i o  o f  J a p a n e se  p r o je c t s
(15)i n  In d o n e s ia  . I t  i s  a l s o  im p o r ta n t to  em phasise  t h a t  governm ent 
d i r e c t i v e s  on p ribum i p a r t i c i p a t i o n  r e f e r  to  th e  f in a n c in g  o f  j o i n t  
v e n tu re s  and  n o t  to  t h e i r  m anagem ent. In  many c a s e s  th e  power o f  th e  
f o r e ig n  p a r t n e r  l i e s  n o t  o n ly  i n  h i s  g r e a t e r  c a p i t a l  r e s o u rc e s  b u t a l s o  
in  h i s  fu n d s  o f  te c h n o lo g ic a l  know-how and m a n a g e r ia l s k i l l s ,  and 
lo c a l  p a r tn e r s  may on o c c a s io n  f in d  th e m se lv es  ex c lu d e d  from  key  
d e c is io n -m a k in g  p ro c e s s e s  o r  a s s ig n e d  to  l e s s  s t r a t e g i c  and  p r e s t i g io u s  
t a s k s ,  such  a s  p e rs o n n e l m anagem ent.
The prob lem s m en tioned  h e re  o f  c o u rse  a p p ly  to  a l l  f o r e ig n  
i n v e s t o r s ,  n o t  o n ly  to  Ja p a n e se  f i r m s ,  a l th o u g h  th e y  have ten d ed  to  
become p a r t i c u l a r l y  a s s o c ia te d  in  th e  p u b l ic  mind w ith  J a p a n e se  i n v e s t ­
ment b eca u se  o f  th e  la rg e  number o f  Ja p a n e se  m a n u fa c tu r in g  p r o je c t s  in  
In d o n e s ia .  A t th e  same t im e , th e y  a l s o  r a i s e  th e  w id e r is s u e  o f  th e  
u se  o f  f o r e ig n  in v e s tm e n t a s  a  seed -b ed  f o r  th e  c u l t i v a t i o n  o f  a  lo c a l
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m a n ag e ria l c l a s s .  C a ld w e l l 's  d e s c r ip t io n  o f  th e  T h ird  W orld e n t r e ­
p ren eu r a s  s e e k in g  "maximum money f o r  minimum e f f o r t "  may be  an  u n k in d  
c a r i c a t u r e ,  b u t  th e r e  d o es  a p p e a r  to  be some v a l i d i t y  i n  h i s  p o in t  
t h a t  th e  ty p e  o f  l o c a l  b u s in e s s  a c t i v i t y  f o s t e r e d  by p a r tn e r s h i p s  w ith  
fo re ig n  m u l t in a t io n a l s  i n  a  c o u n try  l i k e  In d o n e s ia  i s  a  lo n g  way from  
th e  c l a s s i c a l  image o f  i n d u s t r i a l  e n t e r p r i s e .  In  th e  f i r s t  p la c e  i t  
must be p o in te d  o u t  t h a t  a  la rg e  number o f  l o c a l  p a r tn e r s  i n  j o i n t  
v e n tu re s  a r e  com panies w hich  a r e  e i t h e r  d i r e c t l y  o r  i n d i r e c t l y  s t a t e -  
owned. T h is  i s  i n  p a r t  r e l a t e d  to  th e  prob lem  o f  r a i s i n g  p r i v a t e  
f in a n c e  f o r  in d ig e n o u s ly -o w n e d  f i rm s .  One In d o n e s ia n  eco n o m is t h a s  
r e c e n t ly  c la im e d  t h a t ,  ta k in g  in to  a c c o u n t com panies su c h  a s  P e r ta m in a , 
th e  n a t io n a l  a i r l i n e  G aruda , and th e  l a r g e  g o v ern m en t-ru n  p l a n t a t i o n s ,  
a s  much a s  90^ o f  th e  economy may be s ta te -o w n e d ^   ̂̂  \  T h is  i s  s u r e ly  
an e x a g g e ra t io n ,  b u t  i t  i s  c e r t a i n l y  t r u e  t h a t  many f o r e ig n  i n v e s t ­
m en ts , p a r t i c u l a r l y  l a r g e  s c a le  in v e s tm e n ts  i n  s e c to r s  su c h  a s  m in in g , 
r e f i n i n g ,  f o r e s t r y  and p la n t a t i o n  a g r i c u l t u r e ,  a r e  u n d e r ta k e n  i n  
p a r tn e r s h ip  w ith  g o v e rn m e n t-c o n tro lle d  e n t e r p r i s e s .
Many com panies w hich a r e  n o t  d i r e c t l y  s ta te -o w n e d  a l s o  have  
c lo s e  l i n k s  w ith  o f f i c i a l  b o d ie s  o r  w ith  th e  m i l i t a r y .  A good exam ple 
o f  t h i s  i s  E o sg o ro , w hich i s  th e  In d o n e s ia n  p a r t n e r  o f  th e  M itsu g o ro  
a g r i c u l t u r a l  p r o j e c t  and h a s  a l s o  been  a c t iv e  i n  c o n s t r u c t io n  v e n tu re s  
w ith  European m u l t i n a t io n a l s .  E osgoro was one o f  a  num ber o f  com panies 
w hich em erged in  th e  1 9 5 0 's  a s  th e  In d o n e s ia n  army began  to  e x te n d  i t s  
in f lu e n c e  o v e r th e  economy. O f f i c i a l l y  a  " v e te r a n s  a s s o c i a t i o n " ,  i t  
was s e t  up to  p ro v id e  jo b s  f o r  r e t i r e d  m i l i t a r y  p e rs o n n e l a n d , a c c o rd ­
in g  to  i t s  o f f i c i a l  p ro c la m a tio n s , to  "u n d e rta k e  m u l t ip le  o p e ra t io n s  
f o r  th e  n a t io n a l  w e l f a r e " .  In  p r a c t i c e ,  i t s  o p e r a t io n s  soon ex te n d e d  
to  in c lu d e  new spaper p u b l i c a t io n ,  c i g a r e t t e  m a n u fa c tu r in g  and  th e  
management o f  h o t e l s  and n ig h tc lu b s .  I t  r e t a i n s  c lo s e  l i n k s  w ith  th e
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m i l i t a r y  and w ith  th e  governm ent (o n e  o f  i t s  p r in c i p a l  fo u n d e rs  i s  now
V ic e -M in is te r  f o r  T ra n sm ig ra tio n )  an d  can  be seen  a s  one o f  a  netw ork
o f  o r g a n is a t io n s  w hich have s e rv e d  t c  s t r e n g th e n  th e  econom ic base  o f
(17)th e  In d o n e s ia n  arm y '
Even w here th e  In d o n e s ia n  p a r tn e r  i n  a  j o i n t  v e n tu re  i s  a  
p r iv a te ly -o w n e d  company t h i s  company i s  o f te n  f in a n c e d  by a  p ro m in en t 
f ig u r e  from  th e  b u re a u c ra c y , p o l i t i c s  o r  th e  m i l i t a r y ,  who may be 
happy to  le a v e  th e  ru n n in g  o f  h i s  b u s in e s s  a f f a i r s  i n  th e  hands o f  th e  
f o r e ig n  p a r tn e r  o r  non-P rib u m i In d o n e s ia n s .  T h is  i l l u s t r a t e s  once 
a g a in  th e  p rob lem s o f  b r in g in g  to g e th e r  c a p i t a l  and  e n t r e p r e n e u r ia l  
t a l e n t  in  a  s o c ie ty  where th e  m ain p a th s  to  w e a lth  and  s t a t u s  a r e  
th ro u g h  p o l i t i c a l  r a th e r  th a n  econom ic a c t i v i t y .  An ex tre m e , b u t 
p e rh ap s  sym bo lic  example o f  th e  ty p e  o f  b u s in e s s  l e a d e r  p roduced  by 
th e  s t r o n g ly  fo re ig n - in v e s tm e n t-b a s e d  s t r a t e g y  o f  developm ent i s  
Ibnu  Sutowo, P r e s id e n t - D ir e c to r  o f  th e  s t a t e  o i l  company P e rta m in a  
u n t i l  1975. Sutowo b u i l t  up and  expanded P e rta m in a  w ith  a l l  th e  e n e rg y , 
im a g in a t io n  and r u th l e s s n e s s  w hich  c h a r a c te r i s e d  th e  e n t r e p re n e u r s  o f  
th e  E n g l is h  i n d u s t r i a l  r e v o lu t io n  o r  th e  ty co o n s  o f  n in e te e n th  c e n tu ry  
A m erica . But t h i s  v e ry  grow th  i t s e l f  p roduced  an  a c c u m u la tio n  o f  
p o l i t i c a l  pow er, an  en tan g lem en t i n  rum ours o f  c o r r u p t io n  and  an
( i s )e x c e s s iv e  r e l i a n c e  on f o r e ig n  f in a n c in g  w hich le d  to  Sutowo*s d o w n fa ll 
A t th e  same tim e , th e  governm en t, i n  i t s  em phasis on r a p id  
grow th  an d  on l a r g e - s c a le  in v e s tm e n t p r o j e c t s ,  h a s  u n t i l  r e c e n t ly  p a id  
r e l a t i v e l y  l i t t l e  a t t e n t i o n  t o  t r a d i t i o n a l  a r e a s  o f  In d o n e s ia n  e n te r ­
p r i s e  i n  sm a llh o ld e r  a g r i c u l t u r e ,  f i s h e r i e s  and  s m a l l - s c a le  i n d u s t r i e s  
su ch  a s  t e x t i l e s ,  c ig a r  p ro d u c tio n  e t c .  Thus th e  in d ig e n o u s  e n t r e ­
p r e n e u r ia l  s k i l l s  which d id  e x i s t  i n  th e s e  o ld e r  b u t n e v e r th e le s s  
im p o r ta n t form s o f  p r iv a te  e n t e r p r i s e  have en c o u n te re d  s ta g n a n t  o r  
d e c l in in g  o p p o r tu n i t ie s  f o r  p ro d u c tiv e  a c t i v i t y  u n d er much o f  S u h a r to 's  
"New O rd e r" .
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Raymond V em on h as  a rg u e d  t h a t  th e  m u l t in a t io n a l  com pany, by 
s t im u la t in g  th e  developm ent o f  lo c a l  b u s in e s s  com m unities in  th e  
c o u n t r ie s  w here i t  o p e r a t e s ,  c r e a te s  a  f o r c e  which w i l l  e v e n tu a l ly  
r e a c t  a g a in s t  th e  p re se n c e  o f  th e  f o r e ig n  in v e s to r  and p ro v id e  s u p p o r t
( 19 )f o r  th e  r i s e  o f  econom ic n a t io n a l i s m  . I n  th e  case  o f  In d o n e s ia  th e  
p a t te r n  h a s  been  somewhat d i f f e r e n t .  O p p o s itio n  to  f o r e ig n  i n v e s t ­
ment h as  come from  th o se  c o n n e c te d  w ith  th e  t r a d i t i o n a l  and  u s u a l ly  
s m a l l - s c a le  m a n u fa c tu r in g  e n t e r p r i s e s  w hich have f e l t  t h e i r  e x i s te n c e  
to  be th r e a te n e d  by th e  a r r i v a l  o f  la r g e  m u l t in a t io n a l  co m p an ie s . On 
th e  o th e r  h a n d , th e  new b u s in e s s  g ro u p s w hich  have f lo u r i s h e d  s in c e  
th e  m id -1960*s, have p ro d u ced  o c c a s io n a l  m ino r c r i t i c i s m s  o f  f o r e ig n  
in v e s t o r s ,  o f te n  on th e  g rounds o f  t h e i r  p o l i t i c a l  i n s e n s i t i v i t y  o r  
t h e i r  la c k  o f  know ledge o f  l o c a l  cu s to m s, b u t have n o t  b een  a  so u rce  
o f  r a d i c a l  a t t a c k s  on f o r e ig n  i n v e s t m e n t ^ . T h is  may b e ,  a s  V em on 
would have u s  b e l ie v e ,  b eca u se  In d o n e s ia  h a s  n o t y e t  p ro c e e d e d  f a r  
enough down th e  p a th  o f  f o r e ig n - in v e s tm e n t- le d  econom ic dev e lo p m en t.
But e x p e r ie n c e s  so f a r  s u g g e s t  t h a t ,  g iv e n  th e  In d o n e s ia n  s o c i a l  and 
e th n ic  s t r u c t u r e ,  f o r e ig n  in v e s tm e n t i n  i t s e l f  i s  u n l i k e ly  to  s t im u la te  
th e  grow th  o f  an  in d e p e n d e n t,  n a t i o n a l i s t i c  and p o l i t i c a l l y  p o w erfu l 
b u s in e s s  e l i t e  w hich w i l l  come to  com pete w ith ,  and  c h a l le n g e  th e  
p re sen ce  o f ,  th e  f o r e ig n  m u l t i n a t io n a l .
Jap an ese  M u l t in a t io n a ls  and th e  P o l i t i c a l  E l i t e
As th e  d is c u s s io n  so f a r  h a s  in d i c a t e d ,  r e l a t i o n s  betw een  th e  
fo r e ig n  m u l t in a t io n a l  and h o s t  c o u n try  p o l i t i c a l  and a d m in i s t r a t iv e  
e l i t e s  ten d  to  be f a r  c l o s e r  in  a  l e s s  d ev e lo p ed  c o u n try  such  a s  
In d o n e s ia  th a n  i n  a  h ig h ly  i n d u s t r i a l i s e d  c o u n try . T h is  i s  p a r t l y  
because f o r e ig n  in v e s tm e n t p la y s  such  a  c e n t r a l  r o l e  i n  th e  developm ent 
s t r a t e g i e s  o f  many w e s te r n - o r ie n ta te d  T h ird  W orld c o u n t r i e s .  The 
In d o n e s ia n  governm ent hopes t h a t  f o r e ig n  p r iv a te  c a p i t a l  w i l l  i n c r e a s e
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th e  c o u n t r y 's  in f lo w  o f  f o r e ig n  ex ch an g e , reduce unem ploym ent, speed  
th e  t r a n s f e r  o f  m odern te c h n o lo g ie s  from  more d e v e lo p ed  c o u n t r i e s ,  
t r a i n  In d o n e s ia n s  i n  i n d u s t r i a l  and m a n a g e ria l s k i l l s  e t c .  W ith so  
much a t  s ta k e ,  i t  i s  a lm o s t im p o ss ib le  f o r  th e  In d o n e s ia n  governm ent 
to  fo llo w  th e  l i n e  o f  " b e n ig n  n e g le c t"  w hich h as  c h a r a c t e r i s e d  some 
in d u s t r i a l i s e d  c o u n t r i e s '  p o l i c i e s  tow ards f o r e ig n  in v e s tm e n t .
I n s te a d ,  th e  In d o n e s ia n  p o l i c y ,  l i k e  t h a t  o f  many o th e r  S o u th e a s t  
A sian  c o u n t r i e s ,  h a s  p ro d u ced  a  com plex n e tw ork  o f  in c e n t iv e s  and 
d i s in c e n t iv e s  d e s ig n e d  to  f o s t e r  c e r t a i n  ty p e s  o f  in v e s tm e n t in  
c e r t a i n  ty p e s  o f  i n d u s t r i e s  and c e r t a i n  g e o g ra p h ic a l  a r e a s .  M oreover, 
b eca u se  o f  th e  r e l a t i v e  w eakness o f  th e  lo c a l  b u s in e s s  c l a s s ,  th e  
governm ent a s  an i n s t i t u t i o n ,  o r  p o l i t i c i a n s  and a d m in i s t r a to r s  a s  
i n d i v id u a l s ,  a r e  much more l i k e l y  to  be d i r e c t l y  engaged  i n  i n v e s t ­
ment p r o j e c t s  w ith  f o r e ig n  m u l t in a t io n a l s  th a n  w ould be th e  c a se  in  a 
more h ig h ly  i n d u s t r i a l i s e d  economy.
T h is  c lo s e  i n t e r a c t i o n  o f  f o r e ig n  m u l t in a t io n a l s  an d  th e  h o s t  
governm ent has had  two co n seq u en c es . F i r s t l y ,  i t  h a s  in c r e a s e d  th e  
s a l i e n c e  o f  f o r e ig n  in v e s tm e n t a s  a  p o l i t i c a l  i s s u e :  o p p o s i t io n  to  
f o r e ig n  in v e s tm e n t i n  In d o n e s ia  e a s i l y  s p i l l s  o v e r  i n to  o p p o s i t io n  to  
governm ent econom ic p o l i c i e s ,  j u s t  as  c r i t i c i s m  o f  th e  a c t i v i t i e s  o f 
in d iv id u a l  f o r e ig n  m u l t in a t io n a l s  e a s i l y  s p i l l s  o v e r  i n t o  c r i t i c i s m  o f  
th e  economic i n t e r e s t s  o f  p ro m in en t p o l i t i c a l  f i g u r e s .  S e c o n d ly , i t  
has c r e a te d  a  h ig h ly  a m b iv a le n t a t t i t u d e  to  f o r e ig n  in v e s tm e n t am ongst 
th e  p o l i t i c a l  and  a d m in is t r a t iv e  e l i t e .
M oran 's  e x p e c ta t io n s  t h a t  governm ent o f f i c i a l s  and p o l i t i c a l  
le a d e r s  would in c r e a s in g ly  r e s e n t  th e  c o n s t r a i n t s  to  s o v e re ig n ty  
im posed by f o r e ig n  econom ic in f lu e n c e s ,  and would s e e  th e  m ilk in g  o f 
th e  m u l t in a t io n a l  a s  a  means to  win p o p u la r  s u p p o r t ,  have been p a r t l y  
f u l f i l l e d  in  In d o n e s ia .  U nder th e  Sukarno reg im e , f o r e ig n  in v e s t o r s  
( a t  t h a t  tim e m ain ly  A m erican , D utch aind B r i t i s h )  became th e  t a r g e t  o f
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grow ing a t ta c k s  from  th e  p o l i t i c a l  l e a d e r s h ip .  T hese  a t t a c k s  may be 
seen  i n  p a r t  a s  a r i s i n g  from a  g en u in e  b e l i e f  t h a t  pow er o f  f o r e ig n  
com panies in  In d o n e s ia  was h in d e r in g  econom ic d ev elopm en t and a t t a i n ­
ment o f  f u l l  p o l i t i c a l  s e l f - d e t e r m in a t io n .  A t th e  same tim e  th e  
f o r e ig n  in v e s to r  c l e a r l y  p ro v id ed  a  c o n v e n ie n t ex c u se  f o r ,  and d i s t r a c ­
t i o n  fro m , I n d o n e s ia 's  grow ing  i n t e r n a l  econom ic p ro b le m s . At t h i s  
s ta g e  Ja p a n e se  in v e s tm e n t was l a r g e l y  exem pt from  th e  c r i t i c i s m  
l e v e l l e d  a t  o th e r  i n d u s t r i a l i s e d  c o u n t r i e s .  T h is  was n o t o n ly  because 
Ja p a n e se  in v e s tm e n t was v e ry  sm a ll i n  s c a l e  by co m p ariso n  w ith  
A m erican and  E uropean  in v e s tm e n t, b u t a l s o  b eca u se  Ja p a n  was seen  a s  
a  c o n v e n ie n t c o u n te rw e ig h t to  th e  econom ic pow er o f  th e  W est.
A f te r  th e  f a l l  o f  S ukarno , how ever, th e  s i t u a t i o n  was v i r t u a l l y  
r e v e r s e d .  A lthough  A m erican and Ja p a n e se  in v e s tm e n t b o th  flow ed  in to  
In d o n e s ia  in  la rg e  q u a n t i t i e s ,  i t  was th e  Ja p a n e s e  com panies w hich 
a t t r a c t e d  in c r e a s in g ly  a d v e rs e  comment from  some p o l i t i c a l  q u a r t e r s ,  
w h ile  U .S . in v e s tm e n t f a i l e d  to  become a  p o l i t i c a l l y  c o n t r o v e r s i a l  i s s u e .  
The re a s o n s  f o r  t h i s  c o n t r a s t  w i l l  be d is c u s s e d  i n  f u r t h e r  d e t a i l  
below . H ere i t  may be n o te d  t h a t ,  a l th o u g h  c r i t i c i s m  o f  J a p a n e se  
in v e s tm e n t came m a in ly  from e x tra -g o v e rn m e n ta l s o u rc e s  ( p a r t i c u l a r l y  
s tu d e n ts  an d  o th e r  i n t e l l e c t u a l s )  some In d o n e s ia n  le a d e r s  w ere c l e a r l y  
i r k e d  by J a p a n 's  econom ic power and by t h e i r  own c o u n t r y 's  heavy  
r e l i a n c e  on Jap an ese  t r a d e ,  a id  and  in v e s tm e n t .
I n t e r e s t i n g l y ,  W e in s te in 's  s tu d y  o f  In d o n e s ia n  f o r e ig n  p o l i c y -  
m aking found th a t  i t  was p r e c i s e ly  th e  d e c is io n -m a k e rs  m ost e x p e r ie n c e d
i n  d e a l in g  w ith  Jap an  who were m ost l i k e l y  to  r e g a r d  Jap an  a s  a  m ajo r
(21 )
t h r e a t  . C r i t i c i s m s  o f  Jap an  and o f  Ja p an ese  i n v e s t o r s  by p rom inen t 
governm ent f ig u r e s  a r e  n o t uncommon, p a r t i c u l a r l y  i n  c a s e s  where Japan  
h as  been th o u g h t to  be u s in g  i t s  econom ic power to  in f lu e n c e  In d o n e s ia n
( 2 2 )i n t e r n a l  a f f a i r s  , S im i la r ly ,  th e  in c r e a s in g  num ber o f  " n a t i o n a l i s t i c "
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r e g u la t io n s ,  such a s  th e  p rib u m i r e g u la t io n s  o f  1974 and  th e  r e n e g o t ia ­
t i o n  o f  o i l  c o n t r a c t s ,  can  be se e n  a s  a t te m p ts  to  p la c a te  p u b l ic  
c r i t i c i s m  o f  th e  la r g e  Ja p a n e se  econom ic p re se n c e  in  In d o n e s ia  and o f  
th e  c o n t in u in g  v a s t  i n e q u a l i t i e s  in  th e  d i s t r i b u t i o n  o f  w e a lth .
L a te n t  p u b lic  h o s t i l i t y  to  J a p a n e se  i n v e s t o r s  h as  som etim es been  
m o b ilis e d  by in d iv id u a l  p o l i t i c i a n s  who have seen  i t  a s  a  to o l  f o r  th e  
advancem ent o f  t h e i r  own c a r e e r s  i n  g overnm en t.
But such e x p re s s io n s  o f  n a t io n a l i s m  ta k e  p la c e  w ith in  c ircu m ­
s c r ib in g  b o u n d a r ie s .  The m ain r e s t r i c t i n g  f a c t o r s  a r e  econom ic.
H aving chosen  to  fo llo w  a  developm ent s t r a t e g y  w hich p la c e s  g r e a t  
em phasis on f o r e ig n  a i d ,  t r a d e  and p r iv a t e  in v e s tm e n t ,  th e  In d o n e s ia n  
governm ent c a n n o t a f f o r d  to  make to o  many th r e a te n in g  g e s tu r e s  to w ard s  
f o r e ig n  f irm s  f o r  f e a r  o f  stem m ing a  f lo w  o f  f o r e ig n  c a p i t a l  w h ich  h as  
become v i t a l  to  In d o n e s ia n  econom ic and s o c i a l  s t a b i l i t y  and th u s  to  
th e  s u r v iv a l  o f  th e  reg im e i t s e l f .  The econom ic and  p o l i t i c a l  con­
seq u en ce s  o f S u k a rn o 's  n a t i o n a l i s t  p o l i c i e s  a r e  a  le s s o n  w hich th e  
In d o n e s ia n  le a d e r s h ip  i s  u n l i k e ly  to  f o r g e t .  The p a th  vdiich th e  
governm ent t r e a d s  i s  in d e e d  a  narrow  one; on one s id e  a re  th e  i n t e r n a l  
p re s s u re s  o f  th e  u rb an  p o o r ,  th e  i n t e l l e c t u a l s  and  th e  p o l i t i c a l  
o p p o s i t io n ,  w h ich , i f  n e g le c te d ,  may b o i l  o v e r  a s  th e y  d id  in  1974; on 
th e  o th e r  a r e  th e  s e n s i t i v i t i e s  o f  th e  f o r e ig n  i n v e s t o r ,  who may be 
f r ig h te n e d  away by e x c e s s iv e ly  n a t i o n a l i s t i c  n o i s e s ,  a s  happened  to  
some e x te n t  a f t e r  th e  in t r o d u c t io n  o f  s t r i c t e r  c o n t r o l s  on in v e s tm e n t 
in  th e  m id -1 9 7 0 's .
A second s e t  o f  f a c t o r s  w hich may r e s t r i c t  th e  e f f e c t iv e n e s s  o f  
governm ent a t te m p ts  to  l i m i t  th e  power o f  th e  f o r e ig n  in v e s to r  a re  th e  
problem s o f  a d m in is t r a t io n .  D u rin g  th e  1 9 7 0 's  th e  In d o n e s ia n  governm ent 
in t ro d u c e d  m easures to  in c r e a s e  th e  d o m estic  sh a re  i n  f o r e ig n  v e n tu re s  
and to  en su re  t h a t  i n v e s t o r s  i n  n a t u r a l  r e s o u rc e s  c a r r i e d  o u t p rim a ry
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p ro c e s s in g  o f  raw  m a te r i a l s  i n  In d o n e s ia  whei@ver p o s s i b l e .  I t  a l s o  
d e c la re d  i t s  i n t e n t i o n  o f  e n f o r c in g  th e  lo n g - s ta n d in g  r e g u la t i o n  f o r ­
b id d in g  th e  o p e ra t io n  o f  f o r e ig n  t r a d in g  com panies i n  I n d o n e s ia .  Y et 
in  ev e ry  c a se  th e  e f f e c t  o f  th e s e  p o l i c i e s  on th e  f o r e ig n  in v e s t o r  h as  
been much l e s s  d r a s t i c  th a n  w ould a t  f i r s t  a p p e a r .  We have a l r e a d y  
seen  th e  v a r io u s  means em ployed by  fo re ig n  com panies to  com ply w ith  
th e  l e t t e r  i f  n o t  th e  s p i r i t  o f  th e  p ribum i ow n ersh ip  r e q u ire m e n ts .  
S im i la r ly ,  Jap an ese  t r a d i n g  com panies c o n tin u e  to  be a s  a c t i v e  a s  e v e r  
in  In d o n e s ia . The o f f i c i a l  r e s t r i c t i o n s  on t h e i r  p re s e n c e  have s im p ly  
m eant t h a t ,  r a t h e r  th a n  en g ag in g  d i r e c t l y  in  t r a d e ,  th e y  m ust a c t  a s
( 23 )l i a i s o n  o f f i c e s  l i n k in g  d o m e stic  p ro d u ce rs  w ith  o v e rs e a s  b u y e r s ' ' .
The l im i te d  e f f e c t s  o f  r e s t r i c t i o n s  on f o r e ig n  m u l t in a t io n a l s  
a re  p a r t l y  th e  r e s u l t  o f  a  la c k  o f  a d m in is t r a t iv e  e x p e r t i s e .  A. R. 
Soehoed, th e n  D eputy C hairm an o f  I n d o n e s ia 's  C a p i ta l  In v e s tm e n t 
C o -o rd in a tin g  B oard , d e s c r ib e d  th e  d i f f i c u l t i e s  o f  e n f o r c in g  th e  
re q u ire m e n ts  f o r  l o c a l  p ro c e s s in g  o f  raw m a te r i a l s ;
" I t ' s  f i n e  to  l a y  down a  r u l e  t h a t  you r e q u i r e  more p ro ­
c e s s in g .  The t r o u b le  i s  w hat do you r e q u i r e  e x a c t ly ?  . . . 
The b a la n c in g  o u t o f  w hat i s  d e s i r e d  by th e  governm en t 
and  what th e  m a rk e t can  c a r r y  i s  n o t  e a sy . I t  r e q u i r e s  
t im e , i t  r e q u i r e s  e x p e r t i s e ,  i t  r e q u i r e s  a  l o t  o f  n e g o t ia ­
t i o n s .  . . . Our problem  i s  we a re  s t i l l  v e ry  l im i t e d  in  
e x p e r ie n c e  and p e r s o n n e l  and  so we a r e n ' t  a b le  to  ta k e  
q u ic k  d e c i s io n s  and  p u t th e  r i g h t  d e c is io n s  down on p a p e r  
and t h i s ,  in d e e d , g iv e s  th e  im p re s s io n  o f  q u i t e  a  b i t  o f  
u n c e r t a in ty .  T h a t 's  no good, b u t w hat can you do? Those,good
« ( 24 ) .a r e  th e  to o l s  you have
A p art from  th e  q u e s t io n  o f  b u r e a u c ra t ic  e f f i c i e n c y  th e r e  m ust a l s o  
be some doubt o v e r th e  a d m in i s t r a t i o n 's  p o l i t i c a l  w i l l  to  e n fo rc e  su ch  
r e g u la t io n s  s t r i c t l y .  T h is  a g a in  r e f l e c t s  th e  dilem m a o f  a  governm ent 
w hich n eed s to  make c o n c e s s io n s  to  i n t e r n a l  p u b lic  o p in io n  w ith o u t 
s e r io u s ly  th r e a te n in g  e x te r n a l  r e l a t i o n s  w ith  f o r e ig n  com panies and 
governm en ts . I t  a l s o  le a d s  u s  on to  th e  vexed i s s u e  o f  c o r r u p t io n .
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Much h a s  been  w r i t t e n  a b o u t th e  l i n k s  betw een f o r e ig n  in v e s tm e n t and 
c o r ru p t io n  i n  In d o n e s ia ,  and b o th  In d o n e s ia n  a d m in i s t r a to r s  and  fo re ig n  
m u l t in a t io n a l s  have a t te m p te d  to  l a y  th e  blame upon th e  o th e r  p a r ty .  
Thus, Adam M a lik , a t  t h a t  tim e F o re ig n  M in is te r ,  i s  q u o te d  a s  c r i t i c i s ­
in g  Ja p a n e se  f irm s  f o r  c r e a t in g  a  c l im a te  i n  id iich  c o r r u p t io n  can  
f l o u r i s h :  " I n s te a d  o f  h e lp in g  u s  th e y  make m a tte r s  w orse by p la c in g
( 2 5 )trem endous te m p ta t io n s  b e fo re  o u r l o c a l  a d m in is t r a to r s "  • On the  
o th e r  h a n d , Ja p a n e se  businessm en  o f te n  a rg u e ,  i n  p r i v a t e  a t  l e a s t ,  t h a t  
th e y  a re  o b l ig e d  to  g iv e  b r ib e s  b ecau se  i t  i s  th e  l o c a l  cu sto m . For 
them , c o r r u p t  paym ents n o t  o n ly  in c re a s e  th e  c o s t  o f  a  p r o j e c t  b u t 
a ls o  la y  them open to  c r i t i c i s m  in  th e  m edia a t  home and a b ro a d  and 
can p la c e  them i n  a  s i t u a t i o n  o f  c o n s id e ra b le  l e g a l  and  a d m in is t r a t iv e  
u n c e r t a in ty .  One m ajo r J a p a n e se  company was l e f t  w ith  no l e g a l  r e d re s s  
when an in te rm e d ia ry  p o ck e ted  a  s u b s t a n t i a l  sum o f  money d e s t in e d  f o r  
payment to  In d o n e s ia n  a d m in is t r a to r s  and  th e n  c la im e d  t h a t  he had  n ev e r 
re c e iv e d  i t .  The company was o b lig e d  to  make th e  paym ent a g a in ,  t h i s
i 26 )tim e s e c r e t l y  p h o to g rap h in g  th e  t r a n s a c t io n  f o r  i t s  own p r o t e c t i o n '  
J a p a n e se  com panies have o f te n  been  s in g le d  o u t f o r  a t t a c k  i n  
c o n n e c tio n  w i th  th e  r i s e  o f  c o r r u p t io n  in  p o s t-w a r  In d o n e s ia ,  b u t  th e re  
i s  no re a s o n  to  b e l ie v e  e i t h e r  t h a t  th e y  h e lp e d  to  i n i t i a t e  th e  t r a d i ­
t io n  o f  b rib e -p a y m e n ts  o r  t h a t  th e y  have a  s u b s t a n t i a l l y  w orse re c o rd  
i n  t h i s  r e s p e c t  th a n  o th e r  f o r e ig n  f i rm s .  C o rru p tio n  -  b o th  " sm a ll"  
c o r r u p t io n ,  i . e .  paym ents by p r iv a t e  i n d iv id u a l s  to  a d m in i s t r a to r s  to  
en su re  fa v o u ra b le  t r e a tm e n t ,  and "b ig "  c o r r u p t io n ,  i . e .  th e  c ream in g  
o f  econom ic p r o j e c t s  by p o l i t i c a l  and a d m in is t r a t iv e  le a d e r s  -  became 
a  problem  e a r l y  in  th e  h i s t o r y  o f  p o s t- in d e p e n d e n c e  In d o n e s ia ;  U nder 
S u k a rn o 's  G uided Democracy r a p id  i n f l a t i o n ,  and governm ent c o n t r o l  o f  
t r a d e  v ia  a  sy stem  o f  im p o rt l i c e n c e s ,  s e r io u s ly  e x a c e rb a te d  th e
( 27 )problem  . By th e  tim e t h a t  Jap an ese  com panies began  to  o p e ra te  in
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In d o n e s ia  on a  la rg e  s c a l e ,  t h e r e f o r e ,  th e  problem  was a l r e a d y  i n  
e x i s t e n c e .  There i s  no e v id e n c e , on th e  o th e r  h a n d , to  s u g g e s t t h a t  
Ja p a n e se  businessm en  w ere p a r t i c u l a r l y  r e lu e tam t to  com ply w ith  l o c a l  
cu s to m s. Rumours o f  c o r r u p t io n  su rro u n d  s e v e r a l  o f  th e  Ja p a n e se  r e p a r a ­
t i o n s  p r o j e c t s ,  n o ta b ly  th e  d e l iv e r y  o f  s h ip s  by th e  t r a d in g  f irm  
( 28)K in o s h ita  She te n  ^ . D e ta i le d  d a ta  on c o r r u p t  paym ents a r e  o f  c o u rse  
im p o ss ib le  to  c o l l e c t ,  b u t  i t  seem s p ro b a b le  t h a t  such  paym ents have 
been a  f e a tu r e  o f  many in v e s tm e n t p r o j e c t s  b o th  by Ja p a n e se  and  by 
o th e r  f o r e ig n  m u l t in a t io n a l  com panies o v e r  th e  p a s t  two d e c a d e s .
The s o c i a l  f a c t o r s  w hich encourage th e  sp re a d  o f  c o r r u p t io n  a r e  
com plex. I t  sho u ld  be o b se rv e d  t h a t  d i f f e r e n t  ty p e s  o f  c o r r u p t io n  may 
f l o u r i s h  in  d i f f e r e n t  s o c i e t i e s :  i n  Ja p a n  i t s e l f ,  f o r  exam ple, " la rg e "  
p o l i t i c a l  c o r ru p t io n  a p p e a rs  to  be f a i r l y  w id esp read , w h ile  " sm a ll"  
c o r ru p t io n  by m inor o f f i c i a l s  i s  a lm o s t unknown. P u b l ic  aw aren ess  o f  
th e  e x te n t  o f  c o r r u p t io n ,  p a r t i c u l a r l y  p o l i t i c a l  c o r r u p t io n ,  w i l l  a l s o  
depend to  a  la r g e  e x te n t  on th e  freedom  and  in v e s t ig a t iv e  z e a l  o f  th e  
media in  th e  c o u n try  c o n c e rn e d . In  In d o n e s ia ,  a c c u s a t io n s  o f  c o r ru p t  
a c t i v i t i e s  by m u l t in a t io n a l  com panies a r e  co n ce rn ed  m a in ly  w ith  th e  
h ig h e r - l e v e l  form s o f  c o r r u p t io n .  I f  a  m u l t in a t io n a l  company pays 
b r ib e s  to  o f f i c i a l s  to  e x p e d i te  th e  p ro c e s s in g  o f  v i s a s  o r  custom s 
p ro c e d u re s  i t  i s  do ing  no more th a n  i s  done by many p r iv a t e  In d o n e s ia n  
c i t i z e n s ,  and i s  n o t re g a rd e d  a s  b e h av in g  p a r t i c u l a r l y  r e p r e h e n s ib ly .
I t  i s  when su ch  a  company i s  b e l ie v e d  to  be p ro v id in g  la r g e  sums to  
to p - ra n k in g  o f f i c i a l s  and p o l i t i c i a n s ,  p o s s ib ly  in  exchange f o r  im m unity 
from  c e r t a i n  governm ent r e g u l a t i o n s ,  t h a t  i t  i s  re g a rd e d  a s  a m a jo r 
t h r e a t  to  n a t io n a l  i n t e g r i t y .
I t  i s  i n  th e  econom ic s t r u c t u r e  o f  In d o n e s ia  t h a t  we can f in d  th e  
r o o ts  o f  th e  f i n a n c i a l  r e l a t i o n s h i p  betw een  f o r e ig n  in v e s to r s  an d  th e  
governm en tal e l i t e :  a  somewhat f u r t i v e  r e l a t i o n s h i p  w hich i s  o f te n
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c r i t i c i s e d  by b o th  p a r tn e r s  and y e t  w hich a p p e a rs  to  be s e l f -  
p e r p e tu a t in g .  In  many i n d u s t r i a l i s e d  c o u n t r i e s  ( n o t  l e a s t  in  Japan ) 
a  c lo s e  f i n a n c i a l  l i n k  e x i s t s  betw een b ig  b u s in e s s  and  p o l i t i c s .
L arge  com panies a r e  m a jo r p ro v id e r s  o f  fu n d s  to  c o n s e r v a t iv e  o r  l i b e r a l  
p o l i t i c a l  p a r t i e s  and  c u l t i v a t e  c lo s e  and e n d u rin g  l i n k s  w ith  p rom inen t 
p o l i t i c a l  f i g u r e s .  In  In d o n e s ia ,  w here su ch  a  v e ry  l a r g e  sh a re  o f 
p r iv a t e  in v e s tm e n t i s  by f o r e ig n  f i r m s ,  a  s im i l a r  r e l a t i o n s h i p  has 
te n d e d  to  develop  betw een  th e  p o l i t i c a l  e l i t e  and m u l t i n a t io n a l s .  The 
o r ig in s  o f  t h i s  ty p e  o f  r e l a t i o n s h i p  w ere a l r e a d y  o b se rv e d  by Kahin 
when he s tu d ie d  th e  r o le  o f  f o r e ig n  a i d  i n  th e  e a r l y  p o s t- in d e p e n d e n c e  
p e r io d .
" .  . . In d o n e s ia  was an d  rem a in s  b a d ly  la c k in g  in  in d ig e n o u s  
s o c i a l  e lem en ts  e c o n o m ic a lly  in d e p e n d e n t o f  governm ent and 
endowed w ith  s u f f i c i e n t  f i n a n c i a l  r e s o u rc e s  to  su p p o r t th e  
s o r t  o f  p o l i t i c a l  p a r t i e s  r e q u i s i t e  to  th e  e f f e c t i v e  o pera­
t i o n  o f  p a r l ia m e n ta ry  dem ocracy . . . ( b u t)  th e r e  w ere 
v a r io u s  d e v ic e s  w hereby 5 to  10 p e r  c e n t  o f  lo a n s  from  
f o r e ig n  c o u n t r ie s  c o u ld  be s ip h o n ed  i n t o  th e  c o f f e r s  o f  th e  
p a r t i e s  w hich form ed th e  governm en t. T hese d e v ic e s  were by 
no means o f  e x c lu s iv e  b e n e f i t  to  th e  p a r ty  o r g a n i s a t io n s ,  f o r  
f r e q u e n t ly  c o n s id e ra b le  am ounts w ent i n t o  th e  p o c k e ts  o f  / « q\ 
in d iv id u a l  c a b in e t  members and  p rom inen t p a r t y  o f f i c i a l s "  .
Even to d a y , when e l e c t i o n s  assum e a  l e s s  c e n t r a l  p a r t  in  th e  
In d o n e s ia n  p o l i t i c a l  sy s te m , fo r e ig n  com panies c o n t in u e  to  p la y  an 
im p o r ta n t  r o le  a s  p o t e n t i a l  so u rc e s  o f  th e  fu n d s  e s s e n t i a l  to  advance 
a  p o l i t i c a l  o r  a d m in is t r a t iv e  c a r e e r .  Two exam ples may h e lp  to  i l l u s ­
t r a t e  t h i s  p ro c e s s .  In  one c a s e ,  a  r e p r e s e n t a t i v e  o f  a  m a jo r Ja p an ese  
m u l t in a t io n a l  e x p la in e d  t h a t  h i s  company p a id  money in t o  th e  e l e c t i o n  
fu n d  o f  an  In d o n e s ia n  p r o v in c i a l  g o v e rn o r  i n  whose d i s t r i c t  a m ajor 
in v e s tm e n t p r o je c t  was s i t u a t e d .  T h is  paym ent, he  a rg u e d , was in  
p r in c i p l e  i d e n t i c a l  to  th e  payment w hich h i s  company m ig h t make to  th e  
e l e c t i o n  fu n d s o f  a  p a r ty  o r  p o l i t i c i a n  i n  Ja p a n ^ ^ ^ ^ . I n  th e  second 
c a s e ,  a  young and s u c c e s s f u l  In d o n e s ia n  b u re a u c ra t  spoke o f  h i s
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g r a t i tu d e  to  a  Jap an ese  m u l t in a t io n a l  w hich had  p ro v id e d  him w ith  th e  
s e r v ic e s  o f  t h e i r  lo c a l  b ra n c h e s , company c a r s ,  e t c . ,  on h i s  r e c e n t
( 31 )o f f i c i a l  v i s i t s  ab ro ad  ' ,  I n  n e i t h e r  c a se  was th e r e  any  e v id en ce  o f  
" c o r ru p tio n "  i n  th e  s t r i c t  s e n s e  o f  paym ent f o r  s e r v ic e s  r e n d e re d . 
N e v e r th e le s s ,  t h i s  ty p e  o f  f i n a n c i a l  r e l a t i o n s h i p  betw een f o r e ig n  com­
p a n ie s  and governm ent does r a i s e  a  number o f  im p o r ta n t q u e s t io n s .  
F i r s t l y ,  one may q u e s tio n  th e  e x t e n t  to  w hich a  p o l i t i c i a n  o r  ad m in is­
t r a t o r  i s  a b le  to  r e t a i n  h i s  i n t e g r i t y  and  i m p a r t i a l i t y  a f t e r  c o n t r a c t ­
in g  such  d e b ts  o f  g r a t i tu d e  to  f o r e ig n  i n v e s t o r s .  S e c o n d ly , th e r e  i s  
th e  problem  o f  th e  e f f e c t  o f  such  f i n a n c i a l  r e l a t i o n s h ip s  on th e  
p u b l i c 's  c o n fid e n c e  i n  governm ent and b u re a u c ra c y . T h is  i s  a  p a r t i c u l a r  
problem  b ecause  th e  e t h i c a l  and  l e g a l  s t a t u s  o f  su ch  r e l a t i o n s h ip s  
te n d s  to  be u n c le a r .  In  Ja p a n  i t s e l f ,  f o r  exam ple , paym ents by 
p r iv a te  com panies to  p a r ty  fu n d s  may be t a r g e t s  o f  f r e q u e n t  c r i t i c i s m ,  
b u t th e y  a re  c l e a r l y  p ro v id e d  f o r  and r e g u la te d  by law  and  a r e ,  to  some 
e x t e n t ,  open to  p u b l ic  s c r u t i n y .  I n  th e  In d o n e s ia n  c a s e ,  on th e  o th e r  
h an d , th e re  i s  no c l e a r  code g o v e rn in g  paym ents from  f o r e ig n  f i rm s  to  
p o l i t i c a l  b o d ie s .  Such paym ents th e r e f o r e  te n d  a u to m a t ic a l ly  to  be 
made in  s e c r e t ,  th u s  in c r e a s in g  th e  a u ra  o f  s u s p ic io n  w hich su rro u n d s  
th e  r e l a t i o n s h ip  betw een p o l i t i c i a n s  and f o r e ig n  m u l t in a t io n a l s .
L a s t ly ,  once g overnm en ta l le a d e r s  have d is c o v e re d  th e  e a se  w ith  w hich  
fo r e ig n  com panies may be ta p p e d  f o r  fu n d s , th e y  a r e  u n l ik e ly  to  engage 
in  th e  more a rd u o u s p ro c e s s  o f  b u i ld in g  up i n t e r n a l  m echanism s o f  
p o l i t i c a l  m o b i l is a t io n  and  fund  r a i s i n g .  Thus f i n a n c i a l  r e l a t i o n s  
betw een p r iv a te  in v e s to r s  and p o l i t i c i a n s  c r e a te  p re c e d e n ts  and t r a d i ­
t io n s  from w hich n e i th e r  s id e  i s  e a s i l y  a b le  to  b re a k  f r e e .
The problem s o f  T h ird  W orld h o s t  governm ents i n  t h e i r  d e a l in g s  
w ith  m u l t in a t io n a ls  have been  v i v i d l y  d e s c r ib e d  by F ra n k l in  W e in s te in , 
who em phasises th e  p o l i t i c a l  a s  w e ll  a s  th e  econom ic a s p e c t s  o f  u n d e r­
developm ent:
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"U nder-developm ent h a s ,  o f  c o u r s e ,  many d im e n s io n s . Of 
c e n t r a l  im portance  i s  th e  in a d e q u a c y  o f  p o l i t i c a l  and  
econom ic i n s t i t u t i o n s .  C o rru p tio n  i s  a  m ost s e r io u s  con­
d i t i o n  i n  th e s e  c o u n t r i e s  l e s s  f o r  m ora l r e a s o n s  th a n  f o r  
i t s  r e f l e c t i o n  o f  th e  a n a rc h y  p e rv a d in g  b o th  p o l i t i c a l  and 
econom ic a re n a s ;  i t  so  p e rv ad e s  b o th  p u b lic  and p r i v a t e  
s e c to r s  and  in t ro d u c e s  su ch  a  h ig h  d e g re e  o f  u n p r e d i c t a b i l i t y  
i n t o  d e c is io n  m aking t h a t  i t  v i r t u a l l y  p re c lu d e s  c o n s i s t e n t  
im p lem en ta tio n  o f  p o l i c i e s  i n  m ost f i e l d s " ( 32 ) .
E lse w h e re , an sw ering  th e  q u e s t io n  o f  w h e th e r  m u l t in a t io n a l  com panies 
(MNCs ) c o n t r ib u te  to  d ev e lo p m en t, he w r i t e s :
"The i r o n y  o f  t h i s  q u e s t io n  i s  im m ed ia te ly  a p p a r e n t .  We 
a r e  r e a l l y  a s k in g  w h eth er MNCs a r e  l i k e l y  to  c o n t r ib u te  to  
th e  p ro c e s s  by w hich T h ird  W orld S t a t e s  may become b e t t e r  
a b le  to  c o n t ro l  MNCs. F o r  to  f o s t e r  developm ent m eans, 
among o th e r  th in g s ,  to  h e lp  th e  s t a t e  c r e a te  i n s t i t u t i o n s  
c a p a b le  o f  s u s t a in in g  th e  e n fo rcem en t o f  i t s  law s and 
r e g u la t io n s  ( in c lu d in g  th o s e  c o n c e rn in g  MNCs) and  th e  
m o b i l i s a t io n  o f i t s  own n a t io n a l  r e s o u r c e s ,  b o th  human and  
m a te r ia l  (w hich w ould make i t  l e s s  dependen t on M NCs)"(53),
The h i s to r y  o f  th e  m u l t in a t io n a l  company in  In d o n e s ia  so  f a r  does 
n o t  th e r e f o r e  conform  to  M oran 's  p a t t e r n  o f  g row ing h o s t  c o u n try  
n a t io n a l i s m .  I n s te a d ,  we f i n d  a  s i t u a t i o n  where th e  pow er o f  th e  h o s t 
governm ent i s  c o n fin e d  by th e  c o n f l i c t i n g  p r e s s u r e s  o f  i n t e r n a l  n a t io n a l ­
ism  and  e x te r n a l  econom ic pow er. I n  t h i s  s i t u a t i o n ,  th e  m ost l i v e l y  
outcome i s  n o t  in c re a s in g  governm ent h o s t i l i t y  to w ard s  th e  m u l t in a t io n a l , 
b u t a  g row ing  gap betw een s t r i c t  w r i t t e n  la w s , d e s ig n e d  to  a ssu ag e  th e  
f e a r s  o f  n a t i o n a l i s t s  a t  home, and  la x  e n fo rc e m e n t, d e s ig n e d  to  r e a s s u re  
th e  f o r e ig n  in v e s to r .  The e x is te n c e  o f  t h i s  gap betw een  r e g u la t io n s  
and t h e i r  en fo rcem en t can be seen  a s  a  m a jo r im pedim ent to  th e  develop ­
m ent o f  s t a b l e ,  e f f e c t i v e  and  p u b l ic ly  r e s p e c te d  g o v ern m en ta l i n s t i t u ­
t i o n s  in  th e  h o s t  c o u n try .
M u l t in a t io n a l  Companies and H ost C oun try  P o l i t i c a l  D iv is io n s
M o ran 's  t h i r d  h y p o th e s is  -  t h a t  m u l t in a t io n a l  com panies th em se lv es  
may have c o n f l i c t i n g  i n t e r e s t s  i n  r e l a t i o n  to  h o s t  c o u n try  p o l i c i e s  -
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I s  an I n t e r e s t i n g  one w hich h a s  r a r e l y  been  t e s t e d  e m p ir ic a l ly .  Moran 
goes on to  su g g e s t t h a t ,  w h ile  a l l  w i l l  b e  e q u a l ly  i n t e r e s t e d  i n  
p o l i t i c a l  s t a b i l i t y ,  m u l t i n a t io n a l s  p ro d u c in g  f o r  th e  l o c a l  m ark e t may 
te n d  to  fav o u r more p r o g re s s iv e  s o c i a l  p o l i c i e s  th a n  th o s e  p ro d u c in g  
f o r  e x p o r t :  th e  fo rm e r  w ould s e e  a  r i s e  i n  h o s t  c o u n try  incom es a s  
expand ing  t h e i r  im r k e t ,  w h ile  th e  l a t t e r  would s e e  i t  a s  in c r e a s in g  
t h e i r  c o s t s .  M u l t in a t io n a ls  engaged i n  r e s o u rc e  e x t r a c t i o n  m ig h t be 
e x p e c te d  to  be g e n e r a l ly  l e s s  co n ce rn ed  a b o u t h o s t  c o u n try  s o c ia l  
p o l i c i e s ,  ex ce p t w here th e s e  had an  in f lu e n c e  on th e  p o l i t i c a l
( 34 )env ironm en t
The d i f f i c u l t i e s  o f  t e s t i n g  t h i s  k in d  o f  h y p o th e s is  a r e  o b v io u s . 
The em ployees o f m u l t in a t io n a l  com panies r a r e l y  a d v e r t i s e  t h e i r  v iew s 
on th e  i n t e r n a l  p o l i t i c s  o f  h o s t  c o u n t r i e s ,  and i f  any  a t te m p ts  w ere 
made to  in f lu e n c e  p o l i c i e s ,  t h i s  w ould in e v i t a b l y  be done w e ll  away 
from th e  p u b lic  e y e . The ty p i c a l  re s p o n s e  o f  Jap an ese  company re p re s e n ­
t a t i v e s ,  when q u e s tio n e d  on t h e i r  a t t i t u d e s  to  In d o n e s ia n  developm en t, 
was to  em phasise  t h e i r  f i r m 's  d e s i r e  to  c o -o p e ra te  in  f u l f i l l i n g  th e  
aim s o f  th e  g o v e rn m e n t's  c u r r e n t  F iv e  Y ear D evelopm ent P la n ,
S tu d ie s  o f  th e  S ukarno  p e r io d ,  w here g r e a t e r  p o l i t i c a l  tu rb u le n c e  
and a  deg ree  o f  h i s t o r i c a l  p e r s p e c t iv e  make such  o b s e rv a tio n s  e a s i e r ,  
do su g g e s t o c c a s io n a l  p o l i t i c a l  d iv i s i o n s  betw een  f o r e ig n  b u s in e s s  
i n t e r e s t s  in  In d o n e s ia ,  T here  i s  some e v id e n c e , f o r  exam ple , o f  a  
d iv i s io n  betw een Ja p a n e s e  busin essm en  d u r in g  th e  p e r io d  o f  th e  Sum atra 
R e b e llio n  o f 1957-61 , I s h ih a r a  H i r o ic h i r o ,  who was one o f  th e  f i r s t  
Jap an ese  businessm en  to  i n v e s t  i n  p o s t-w a r  In d o n e s ia ,  i s  s a id  to  have 
l o s t  fa v o u r  w ith  th e  governm ent b eca u se  o f  h i s  s u p p o r t o f  th e  r e b e l s
(35 )a t  t h i s  t im e ' The In d o n e s ia n  b u s in e s s  l e a d e r ,  Omar T u s in , who
v i s i t e d  Tokyo in  1957, a l s o  r e p o r te d  t h a t  T ak a su g i S h in ic h i  o f  
M its u b is h i  E l e c t r i c  was among th o se  " p a r t i c u l a r l y  s y m p a th e tic  to w ard s
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I n d o n e s ia 's  a n t i - S u k a r n o i s t  d r i v e " ^ ^ ^ \  I t  w i l l  be r e c a l l e d  th a t  
T akasug i was th e  c e n t r a l  f i g u r e  i n  th e  e s ta b l is h m e n t  o f  good r e l a t i o n s  
w ith  th e  S u h arto  reg im e a f t e r  th e  f a l l  o f  Sukarno . B u t w h ile  some 
Jap an ese  businessm en  w ere e x p r e s s in g  d o u b ts  a b o u t th e  n a tu r e  o f  Sukarno  ' s  
l e a d e r s h ip ,  o th e r s  were b usy  e s t a b l i s h i n g  th e  c l o s e s t  l i n k s  w ith  th e  
reg im e . T h is  was p a r t i c u l a r l y  t r u e  o f  some o f  th e  s m a l le r  Ja p an ese  
f irm s  who were a n x io u s  to  e s t a b l i s h  a  fo o th o ld  i n  th e  l u c r a t i v e  r e p a r a ­
t i o n s  b u s in e s s .  The K in o s h i ta  T ra d in g  Company, f o r  exam ple , i s  
b e l ie v e d  to  have p a id  s u b s t a n t i a l  sums in t o  a  p r iv a t e  "R e v o lu tio n  Fund"
( 37 )s e t  up by Sukarno f o r  h i s  p e r s o n a l  and  p o l i t i c a l  p u r p o s e s ' Kubo
Masao o f  th e  T o n ic h i T ra d in g  Company a l s o  sough t to  cem ent h i s  r e l a t i o n ­
s h ip  w ith  th e  regim e by in t r o d u c in g  Sukarno  to  a  J a p a n e se  b a r  h o s te s s  
who, a s  R atna Dewi, became S u k a rn o 's  f o u r th  w ife .  (T h is  was u n s u c c e s s ­
f u l  from  K ubo'8 p o in t  o f  v ie w , b eca u se  Dewi se v e re d  l i n k s  w ith  h e r  
m en to r a f t e r  h e r  m a rr ia g e  to  S u k a m o ) ' , More r e c e n t l y ,  to o ,  th e r e  
have been s ig n s  o f  d iv i s i o n s  am ongst Ja p a n e se  i n v e s t o r s  i n  t h e i r  
su p p o r t f o r  in d iv id u a l  p o l i t i c a l  f i g u r e s  i n  In d o n e s ia ,  One o f  J a p a n 's  
" to p  te n "  t r a d in g  com panies o f  th e  e a r l y  1 9 7 0 's  r e f u s e d  to  become 
in v o lv e d  in  d e a l in g s  w ith  P e rta m in a  b ecau se  i t  m i s t r u s te d  th e  p e r s o n a l i t y  
a n d  p o l i c i e s  o f  P e r ta m in a ' s  f lam b o y an t d i r e c t o r ,  Ib n u  Sutow o. O th e r  
J a p a n e se  f i r m s ,  on th e  o th e r  h an d , became a c t i v e l y  in v o lv e d  in  S u to w o 's  
more s p e c u la t iv e  v e n tu r e s ,  a  f a c t  w hich some had l a t e r  cau se  to  
regret^^^).
I t  i s  q u e s t io n a b le ,  how ever, w h e th e r th e s e  d iv i s i o n s  r e p re s e n te d  
r e a l  d isa g re e m e n ts  o v e r th e  n a tu r e  o f I n d o n e s ia 's  i n t e r n a l  p o l i c i e s ,  
o r  w hether th e y  m ere ly  r e f l e c t e d  d i f f e r i n g  s t r a t e g i e s  f o r  s e c u r in g  o r  
expand ing  a  com pany 's r o le  in  In d o n e s ia n  t r a d e ,  r e p a r a t io n s  and i n v e s t ­
m ent. P a r t i c u l a r l y  in  th e  e a r l y  p h ases  o f  p o s t-w a r  econom ic r e l a t i o n s  
w ith  In d o n e s ia ,  J a p a n e se  com panies found  i t  n e c e s s a ry  to  e s t a b l i s h
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p e r s o n a l  c o n n e c tio n s  w ith  le a d in g  f i g u r e s  i n  th e  reg im e  i n  o r d e r  to  
win a p p ro v a l f o r  t h e i r  r e p a r a t io n  o r  in v e s tm e n t p r o j e c t s  and to  m ain­
t a i n  a  c h an n e l o f  in fo rm a tio n  on In d o n e s ia n  p o l i t i c a l  c h a n g e s . For 
t h i s  p u rp o se , d i f f e r e n t  com panies em ployed d i f f e r e n t  s t r a t e g i e s .  Many 
so u g h t th e  h e lp  o f  in te r m e d ia r ie s  whose c o n n e c tio n s  w ith  th e  In d o n e s ia n  
p o l i t i c a l  e l i t e  w ent back  to  th e  days o f  th e  J a p a n e se  o c c u p a tio n  o r  
beyond. M its u i  B ussan , f o r  exam ple, em ployed R ear-A d m ira l Maeda who 
had been  a  p rom inen t f ig u r e  i n  a s s i s t i n g  th e  p ro c la m a tio n  o f  In d o n e s ia n  
independence  a f t e r  th e  Jap an ese  s u r r e n d e r  i n  1945. H is  c a r e e r  w ith  
M its u i ,  how ever, does n o t  a p p e a r  to  have y ie ld e d  g r e a t  b e n e f i t s  f o r  
th e  company; a s  one o f  Maeda ' s  a s s o c i a t e s  h a s  s a i d ,  "He was a  good 
m i l i t a r y  l e a d e r ,  b u t n o t a  b u s i n e s s m a n " N i s h i j i m a  S h ig e ta d a ,
M aeda 's  w artim e a id e  and a  c lo s e  f r i e n d  o f  th e  p ro m in e n t p o l i t i c i a n  
(now V ice P r e s id e n t )  Adam M alik , s e rv e d  a  more im p o r ta n t  r o le  a s  
a d v is o r  to  s e v e r a l  com pan ies, in c lu d in g  th e  N o rth  S um atra  O il  
D evelopm ent Company^^^^. A t h i r d  m a jo r in te im e d ia r y  was C. M. Chow, 
an  In d o n e s ia n -b o rn  C h inese  businessm an  who had  w orked i n  Ja p a n e se
(4 2 )i n t e l l i g e n c e  d u r in g  th e  War \  O th er com panies ch o se  to  make use 
o f  v a r io u s  c o n ta c ts  w hich  had  been  fo rg e d  betw een J a p a n  and th e  
In d o n e s ia n  army le a d e r s h ip  d u rin g  th e  O ccupation  p e r io d .  In  g e n e r a l ,  
how ever, th e  main c r i t e r i o n  f o r  th e  c h o ic e  o f  p o l i t i c a l  c o n ta c ts  o r  
in t e r m e d ia r ie s  would ap p e a r to  have been  th e  l i k e l i h o o d  o f  t h e i r  
p ro v id in g  lo n g  te rm  b e n e f i t s  f o r  th e  company c o n c e rn e d , r a t h e r  th a n  
t h e i r  p o l i t i c a l  id e o lo g y .
A f u r t h e r  d i f f i c u l t y  o f  a p p ly in g  M oran 's  fram ew ork o f  p o l i t i c a l  
d iv i s i o n s  to  Jap an ese  m u l t in a t io n a l s  a r i s e s  from  h i s  a s su m p tio n  t h a t  
com panies a r e  e i t h e r  p ro d u c e rs  f o r  th e  l o c a l  m a rk e t,  p ro d u c e rs  f o r  
e x p o r t o r  re s o u rc e  d e v e lo p e rs .  I n  f a c t ,  th e  sogo sh o sh a  w hich p la y  
such  an  im p o r ta n t r o le  i n  Jap an ese  o v e rs e a s  in v e s tm e n t a r e  o f te n  a l l
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th re e  a t  o n ce . M its u i  B u ssan , f o r  exam ple, h a s  in v e s t e d  i n  im p o r t-  
s u b s t i t u t i n g  i n d u s t r i e s  such  a s  t e x t i l e s ,  e x p o r t - o r i e n t a t e d  v e n tu re s  
in  a g r i c u l t u r e  and  r e s o u r c e - o r ie n ta t e d  p r o j e c t s  in  f o r e s t r y  and 
f i s h e r i e s .  Even th e  l a r g e  m a n u fa c tu rin g  com panies su ch  a s  T e i j i n  and 
T oray a r e  l i k e l y  to  have an  eye to  f o r e ig n  a s  w e ll a s  l o c a l  m a rk e ts .
I t  i s  p r e c i s e ly  th o se  l a r g e  m u l t in a t io n a l s  w ith  th e  g r e a t e s t  in f lu e n c e  
on In d o n e s ia n  l i f e  who a r e  l e a s t  l i k e l y  to  f i t  n e a t ly  in t o  th e  p o te n ­
t i a l l y  c o n f l i c t i n g  c a t e g o r ie s  o f in v e s tm e n t p o s tu la te d  by  M oran.
H ere we may a l s o  b r i e f l y  c o n s id e r  a  second  ty p e  o f  d iv i s io n  
amongst m u l t in a t io n a l s  w hich i s  som etim es su g g e s te d  by o b s e rv e r s  o f  
S o u th e a s t A sian  a f f a i r s .  T h is  i s  th e  d iv i s i o n  betw een  com panies o f  
d i f f e r e n t  n a t i o n a l  o r i g i n ,  in  p a r t i c u l a r ,  betw een  Ja p a n e se  and U .S . 
m u l t in a t io n a l s .  The w id e r i s s u e  o f  th e  r e l a t i o n s h i p  betw een Ja p a n e se  
and A m erican p o l i c i e s  to w ard s S o u th e a s t A s ia  w i l l  be c o n s id e re d  f u r t h e r  
in  th e  n e x t c h a p te r .  I t  sh o u ld  be n o te d , how ever, t h a t  some w r i t e r s  
have seen  an a s s o c i a t i o n  betw een U .S . in v e s tm e n t and  th e  " te c h n o c r a ts "  
i n  th e  In d o n e s ia n  governm en t, w h ile  Ja p a n e se  in v e s tm e n t h a s  been more
(4 3 )c lo s e ly  a s s o c ia te d  w ith  th e  P r e s id e n t 's  p e r s o n a l  a d v is o r s  , The 
" te c h n o c r a ts " ,  t y p i f i e d  by  in d iv id u a l s  such  a s  D r. W id jo jo  N i t i s a s t r o  
( a t  p r e s e n t  M in is te r  f o r  Economic A f f a i r s )  and  D r. Em il S a lim  ( c u r r e n t ly  
E nvironm ent M in is te r )  a re  m a in ly  E uropean o r  U .S . - t r a in e d  e c o n o m is ts , 
and t h e i r  p o l i c i e s  have som etim es been i d e n t i f i e d  w ith  a  more c a u t io u s  
approach  to  econom ic g row th  and a g r e a t e r  em phasis on r e d i s t r i b u t i o n  
th a n  has been  c h a r a c t e r i s t i c  o f  th e  p o l i t i c a l  le a d e r s  drawn from  
m i l i t a r y  b ack g ro u n d s . The two f ig u r e s  more commonly seen  a s  s u p p o r te r s  
o f  Ja p a n e se  in v e s tm e n t a r e  M ajor G en e ra ls  A l i  M urtopo and S udjono Hum ardani. 
B oth have p la y e d  an im p o rta n t r o le  a s  c lo s e  a s s o c i a t e s  o f  and  a d v is o r s  
to  P r e s id e n t  S u h a r to ,  a l th o u g h  Humardani h a s  n e v e r  h e ld  a  c a b in e t  p o s t 
and M urtopo h as  o n ly  r e c e n t ly  become M in is te r  f o r  In fo rm a t io n .
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On a  s u p e r f i c i a l  l e v e l  such a  d iv i s i o n  betw een "p ro -A m erican" 
and " p ro -Ja p a n e se "  p o l i t i c i a n s  i s  j u s t i f i a b l e .  I t  i s  to  be ex p ec ted  
t h a t  th e  A m erican e d u c a t ic n  o f many te c h n o c r a ts  may g iv e  them a  c e r t a i n  
u n d e rs ta n d in g  o f  th e  i n t e r e s t s  o f  U .S . i n v e s t o r s .  A t th e  same tim e i t  
i s  t r u e  t h a t  M urtopo and  Humardani have been  a c t iv e  i n  p ro m o tin g  con­
t a c t s  w ith  J a p a n . Humardani i s  b e l ie v e d  to  have p la y e d  a  c e n t r a l  r o le  
i n  n e g o t i a t i o n s  on th e  A sahan p r o j e c t ,  w h ile  A l i  M urtopo was r e s p o n s ib le  
f o r  c r e a t i n g  th e  C en tre  f o r  S t r a t e g ic  an d  I n t e r n a t i o n a l  S tu d ie s ,  a  
r e s e a r c h  body w hich sp o n so rs  a n n u a l m e e tin g s  o f  le a d in g  Jap an ese  and 
In d o n e s ia n  p o l i t i c a l  and b u s in e s s  l e a d e r s .
I t  would be a  m is ta k e , how ever, to  v iew  th e s e  two g ro u p s as  
s u p p o r t in g  c o n f l i c t i n g  p o l i c i e s .  D e s p ite  re s e n tm e n t a t  Ja p a n e se  
econom ic power in  some q u a r t e r s , b o th  te c h n o c r a ts  an d  g e n e ra ls  c l e a r l y  
acknow ledge th e  need  f o r  J a p a n e se  and A m erican p r iv a t e  in v e s tm e n t .
N e ith e r  g roup  can  be seen  a s  w ish in g  to  d e f e a t  o r  e x c lu d e  th e  p o l i c i e s  
o f th e  o th e r .  On th e  c o n t r a r y ,  th e y  c o -o p e ra te  i n  fo rm u la t io n  o f  
I n d o n e s ia 's  econom ic developm ent p la n s .  I f  J a p a n e se  com panies a r e  
i d e n t i f i e d  w ith  f ig u r e s  such  a s  M urtopo and H um ardani, th e n ,  i t  i s  n o t  
b ecau se  th e y  s u p p o r t t h e i r  p o l i c i e s  r a t h e r  th a n  th o s e  o f  th e  " te c h n o c ra ts "  
b u t ,  once a g a in ,  b ecau se  t h i s  p ro v id e s  th e  m ost e f f e c t i v e  means o f  
a c c e s s  to  th e  c e n t r e  o f  p o l i t i c a l  pow er.
A su rv e y  o f  th e  p o s t-w a r  h i s t o r y  o f  Ja p a n e se  com panies in  
In d o n e s ia  th e r e f o r e  p ro v id e s  some exam ples o f  in te r-c o m p a n y  r i v a l r y  
b a se d  on d i f f e r e n t  t a c t i c s  f o r  e s t a b l i s h i n g  l i n k s  w ith  th e  h o s t  c o u n try  
p o l i t i c a l  e l i t e .  But i t  p roduces no e v id e n c e  o f  a  g en u in e  s p l i t  betw een 
m u l t in a t io n a l s  i n  t h e i r  a t t i t u d e s  to  th e  n a tu r e  o f  In d o n e s ia n  le a d e r ­
s h ip .  I t  a l s o  r a i s e s  d o u b ts  a s  to  w h e th e r  such  a  s p l i t  i s  p o s s ib le .
Moran a g re e s  t h a t  a l l  m u l t in a t io n a l  com panies have c e r t a i n  common 
i n t e r e s t s  in  r e s p e c t  to  h o s t  c o u n try  p o l i c i e s .  The m ost fu n d am en ta l
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o f  th e se  m ig h t be d e f in e d  a s  " s t a b i l i t y ” -  i . e .  th e  a b se n c e  o f  c i v i l  
u n re s t  and  o f  f r e q u e n t  ch anges o f  governm ent -  and " a  f r i e n d l y  e n v iro n ­
ment" -  i . e .  p o l i c i e s  w hich e n su re  th e  c o n tin u e d  an d  p r e f e r a b l y  expand­
in g  p re se n c e  o f  f o r e ig n  in v e s tm e n t .  I t  i s  p ro b a b le ,  h o w ev er, t h a t  
th e se  two re q u ire m e n ts  le a v e  l i t t l e  scope f o r  fu n d am e n ta l v a r i a t i o n s  
o f p o l ic y  in  a  c o u n try  l i k e  In d o n e s ia .  I t  sh o u ld  be em p h asised  th a t  
e th n ic ,  c u l t u r a l  and r e l i g i o u s  d iv i s i o n s ,  to g e th e r  w ith  th e  p o t e n t i a l  
f r i c t i o n  betw een  m i l i t a r y  and  c i v i l i a n s  and  betw een r i c h  and  p o o r make 
th e  mere m a in ten a n ce  o f  " s t a b i l i t y "  in  In d o n e s ia  a  f a i r l y  fo rm id a b le  
ta s k .  When we add  to  t h i s  th e  need  to  m a in ta in  a  c e r t a i n  m in im al l e v e l  
o f  econom ic g ro w th , th e  n eed  to  repay  th e  l a r g e  f o r e ig n  d e b ts  c o n t ra c te d  
d u rin g  e a r l i e r  econom ic developm ent p la n s ,  e t c . ,  i t  becom es c l e a r  t h a t  
th e  scope  f o r  fu n d am e n ta l changes o f  p o l i c y  w ith in  th e  e x i s t i n g  system  
i s  r e a l l y  q u i t e  l i m i t e d .  So a lth o u g h  some m u l t in a t io n a l  co m pan ies, 
l i k e  some In d o n e s ia n  l e a d e r s ,  would d o u b tle s s  w ish  i n  th e o ry  to  s e e  
th e  p ro g re s s iv e  s o c i a l  p o l i c i e s  and econom ic r e d i s t r i b u t i o n  in  In d o n e s ia ,  
th e  p r a c t i c a l  r e a l i t i e s  o f  a  p o l i t i c a l  and econom ic en v iro n m en t w hich 
t h e i r  v e ry  p re se n c e  h a s  h e lp e d  to  c r e a te  makes i t  u n l i k e ly  t h a t  r a d i c a l  
d e p a r tu r e s  i n  t h i s  d i r e c t i o n  co u ld  be p u rsu e d  w ith o u t e n d a n g e r in g  th e  
b a s ic  re q u ire m e n ts  o f  " s t a b i l i t y "  and "a  f r i e n d l y  en v iro n m e n t" .
H ost C oun try  O p p o s itio n  to  th e  M u lt in a t io n a l  Company
I n  d is c u s s in g  th e  r e l a t i o n s h i p  betw een th e  h o s t  governm ent and  
th e  m u l t in a t io n a l  c o rp o ra t io n  we have assum ed th e  p re s e n c e  o f  i n t e r n a l  
f o r c e s  h o s t i l e  to  th e  f o r e ig n  in v e s to r .  As we have  s e e n , th e se  h o s t i l e  
p re s s u re s  have n o t  come from  th e  expand ing  modern b u s in e s s  s e c t o r  w hich 
h as  a r i s e n  w ith  th e  grow th  o f  f o r e ig n  in v e s tm e n t .  N or h a s  i t  been  
g e n e ra te d  w ith in  th e  r u l i n g  e l i t e ,  s in c e  th e  g o v ern m en t’s r e s i s t a n c e  
to  f o r e ig n  econom ic in f lu e n c e  h as  been b a la n c e d  by i t s  d e s i r e  to  m ain­
t a i n  th e  in f lo w  o f  fo r e ig n  t r a d e  and in v e s tm e n t. What th e n  i s  th e  
n a tu re  o f  h o s t  c o u n try  h o s t i l i t y  to  th e  m u l t in a t io n a l  c o r p o r a t io n  and 
from  w hat s e c to r s  o f  s o c ie ty  does i t  a r i s e ?
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The m ost o b v io u s  so u rc e  o f  o p p o s i t io n  to  th e  m u l t in a t io n a l  com­
pany a r e  th o se  g roups who f in d  t h e i r  l iv e l ih o o d s  d i r e c t l y  th r e a te n e d  
by i t s  p re s e n c e . One o f  th e  p r i n c i p a l  c a u se s  o f  a n t i - J a p a n e s e  u n r e s t  
i n  In d o n e s ia  h a s  been  th e  d e c l in e  o f  t r a d i t i o n a l  c e n t r e s  o f  t e x t i l e  
p ro d u c tio n , su ch  a s  M aja lay a  i n  V e s t J a v a ,  w hich i s  seen  a s  th e  con­
sequence o f  l a r g e - s c a l e  J a p a n e se  in v e s tm e n t in  s y n th e t i c  t e x t i l e  p ro ­
d u c t io n . The a r r i v a l  o f  l a r g e  J a p a n e s e ,  Sou th  K orean and  o th e r  f i s h in g  
i n t e r e s t s  i n  In d o n e s ia n  w a te rs  h a s  a l s o  cau sed  p r o t e s t s  am ongst 
In d o n e s ia n  f i s h i n g  com m unities i n  N o rth  Sum atra and  E a s t  J a v a ^ ^ ^ .
A r a t h e r  d i f f e r e n t  form  o f  h o s t i l i t y  to  m u l t in a t io n a l  i n t e r e s t s  
has come from  th e  In d o n e s ia n  w o rk fo rce  em ployed in  some fo re ig n -o w n ed  
e n t e r p r i s e s .  I t  sh o u ld  be s a id  t h a t  i n  g e n e ra l  w o rkers  em ployed by 
m u l t in a t io n a l  com panies i n  In d o n e s ia  e n jo y  a  r e l a t i v e l y  h ig h  l e v e l  o f  
pay and s t a t u s  w hich th e y  a r e  a n x io u s  to  p re s e rv e .  In  t h i s  r e s p e c t  
one would e x p e c t them to  i d e n t i f y  t h e i r  i n t e r e s t s  w ith  th o s e  o f  th e  
m u l t in a t io n a l s .  B ut i n s e n s i t i v i t y  o f  management to  l o c a l  cu s to m s, and 
h ig h ly  v i s i b l e  i n e q u a l i t i e s  o f  w e a lth  betw een lo c a l  an d  e x p a t r i a t e  
em ployees, can cau se  v ig o ro u s  a t t a c k s  on m u l t in a t io n a l s  from  t h e i r  
In d o n e s ia n  w o rk fo rc e . T h is  happened f o r  exam ple in  1972 when em ployees 
o f a  T o ray  j o i n t  v e n tu re  s t r u c k  i n  p r o t e s t  a t  th e  a t t i t u d e s  o f  manage­
ment to  i t s  In d o n e s ia n  em ployees and th e  r e f u s a l  to  p ro v id e  tim e  f o r  
p ra y e r .
Exam ples l i k e  th e  ones q u o te d  above s u g g e s t t h a t  th o s e  who a r e  
d i r e c t l y  and n e g a t iv e ly  a f f e c t e d  by th e  a c t i v i t i e s  o f  m u l t in a t io n a l  
com panies a r e  o f te n  am ongst th e  p o o re r  and  l e s s  a r t i c u l a t e  s e c t io n s  o f  
th e  p o p u la t io n . B ecause th e y  a r e  s o c i a l l y  and g e o g ra p h ic a l ly  d iv e r s e ,  
and because t h e i r  p r o t e s t s  te n d  to  be s p e c i f i c  ones r e l a t e d  to  t h e i r  
own l i v e l ih o o d s ,  th e y  do n o t  form  a  c o h e re n t body o f  o p p o s i t io n  to  
fo r e ig n  in v e s tm e n t ,  and t h e i r  a c t i v i t i e s  pose l i t t l e  t h r e a t  to  th e
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governm ent o r  th e  m u l t in a t io n a l  co m pan ies . A more im p o rta n t in f lu e n c e  
i s  e x e r te d  by th o se  g ro u p s  c l o s e r  to  th e  c e n t r e  o f  power who have some­
tim e s  ta k e n  up th e  p r o t e s t s  o f sm a ll  b u s in essm en , f a c t o r y  w o rk e rs , 
f ish e rm e n  and o th e r s  and a r t i c u l a t e d  them in t o  a  more g e n e ra l  a t t a c k  on 
th e  r o l e  o f  f o r e ig n  m u l t i n a t io n a l s .  These g ro u p s  c o n s i s t  m a in ly  o f  
s tu d e n ts  and o th e r  u rb a n  i n t e l l e c t u a l s  ( w r i t e r s ,  j o u r n a l i s t s ,  e t c . )  and  
a r e  som etim es more o r  l e s s  o v e r t l y  su p p o r te d  by o p p o s i t io n  p o l i t i c i a n s .
The r o l e  o f  s tu d e n ts  a s  c r i t i c s  o f  governm ent p o l ic y  and o f  
fo re ig n  econom ic in f lu e n c e  i s  common to  many c o u n t r i e s ,  d ev e lo p ed  as 
w e ll a s  l e s s  d ev e lo p ed , and  i t  c an n o t be  e x p la in e d  in  te rm s  o f  th e  
In d o n e s ia n  s o c ia l  s t r u c t u r e  a lo n e .  To a  l a r g e  e x te n t  th e  p o l i t i c a l  
r o le  o f  s tu d e n ts  c l e a r l y  a r i s e s  from th e  f a c t  t h a t ,  a l th o u g h  th e y  form  
a  h ig h ly  e d u ca ted  and p r iv i l e g e d  s e c to r  th e y  have n o t y e t  form ed any 
c lo se  commitments to  th e  e x i s t i n g  p o l i t i c a l  and econom ic e s ta b l is h m e n t .  
The o rg a n is a t io n  o f  h ig h e r  e d u c a t io n  i n t o  la r g e  c o l le g e s  and u n i v e r s i t y  
campuses a l s o  means t h a t  s tu d e n t s  a r e  n o t  o n ly  a r t i c u l a t e  b u t a l s o  
e a s i l y  m o b il is e d . I n  In d o n e s ia  th e  s tu d e n t  community p la y e d  an  im p o rt 
t a n t  r o l e  in  th e  developm ent o f  p re -w a r  n a t io n a l i s m ,  and more r e c e n t l y  
s tu d e n t  a c t iv is m  h a s  b een  a  m a jo r f a c t o r  i n  th e  f a l l  o f  Sukarno  and  i n  
th e  p o l i t i c a l  o p p o s i t io n  t o  th e  S u h a rto  re g im e .
I t  may be su rm ised  t h a t  th e  s p e c i f i c  s tu d e n t  h o s t i l i t y  to  any­
th in g  sm acking o f  f o r e ig n  econom ic d o m in a tio n  i s  a l s o  i n  p a r t  th e  con­
sequence o f  p o s t-w a r  e d u c a tio n  p o l i c i e s .  I n  In d o n e s ia ,  a s  i n  many 
fo rm e rly  c o lo n is e d  t e r r i t o r i e s ,  a  m a jo r aim o f  th e  e d u c a tio n a l  sy s tem  
h as  been to  d ev e lo p  a  sen se  o f  n a t io n a l  i d e n t i t y  and n a t io n a l  p r id e .  
D ouglas h as  o b se rv ed  t h a t  th e  em phasis on n a t io n a l i s m  h a s  been
( 4 5 )p a r t i c u l a r l y  s t r o n g  a t  h ig h - s c h o o l  l e v e l  in  In d o n e s ia  . The s tu d e n ts  
o f  th e  l a t e  1 9 6 0 's  and e a r ly  1970’ s  w ere a l s o  s t r o n g ly  in f lu e n c e d  by 
s t o r i e s  o f th e  "G e n e ra tio n  o f  ’45" -  th o se  members o f  t h e i r  p a r e n t s '
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g e n e r a t io n  who had  l e d  th e  s t r u g g le  f o r  in d e p e n d e n c e ^ ^ ^ ^ . A lthough  th e  
o ld e r  n a t i o n a l i s t  le a d e r s  such  a s  S ukarno  had  c o -o p e ra te d  w ith  th e  
Ja p a n e se  o c c u p a tio n  f o r c e s ,  and  had  re g a rd e d  th e  P a c i f i c  War a s  a  
c r u c i a l  p re lu d e  to  in d e p en d en ce , many o f  th e  p ro m in en t f i g u r e s  o f  th e  
"G e n e ra tio n  o f  "45" had  been  h ig h ly  c r i t i c a l  o f  t h i s  c o - o p e r a t iv e  
a t t i t u d e  to  J a p a n , and had re g a rd e d  t h e i r  s t r u g g le  f o r  freedom  a s  b e in g  
d i r e c t e d  a s  much a g a in s t  th e  Ja p a n e se  o c c u p ie r s  a s  a g a i n s t  th e  o ld  
c o lo n ia l  pow ers. I t  i s  n o t  s u r p r i s in g  t h a t  a  s tu d e n t  g e n e ra t io n  re a re d  
on s t o r i e s  o f  n a t i o n a l i s t  h e ro ism  sh o u ld  have r e a c te d  n e g a t iv e ly  to  th e  
grow ing  econom ic in f lu e n c e  o f  Jap an  d u r in g  th e  e a r l y  1970"s .
Ja p a n e se  m u l t in a t io n a l  com panies have c l e a r l y  b een  th e  p r in c i p a l  
t a r g e t  o f  c r i t i c i s m  by s tu d e n ts  and i n t e l l e c t u a l s  in  In d o n e s ia  d u r in g  
th e  p a s t  d e c a d e . T h is  may a p p e a r  u n j u s t i f i e d ,  s in c e  even a t  th e  end o f  
th e  1 9 7 0 's  th e  cu m u la tiv e  r e a l i s e d  in v e s tm e n ts  o f  U .S . com panies were 
s t i l l  g r e a t e r  than  th o se  o f  J a p a n e se  f i r m s ,  and  U .S . p o l i t i c a l  and 
m i l i t a r y  in f lu e n c e  in  th e  S o u th e a s t  A sian  r e g io n  was s t i l l  u n d e n ia b ly  
more p o w e rfu l than  Jap an ese  in f lu e n c e .  To some e x t e n t ,  t h i s  i s  a  con­
sequence o f  th e  co m p ara tiv e  " v i s i b i l i t y "  o f  J a p a n e se  in v e s tm e n t ,  
m en tioned  in  C h a p te r  2 . The l a r g e  number o f  J a p a n e se  in v e s tm e n t p ro ­
j e c t s ,  and  th e  f a c t  t h a t  th e y  w ere m a in ly  lo c a te d  i n  u rb an  a r e a s ,  has 
c r e a te d  an  u n b a lan ced  im p re s s io n  o f  th e  r e l a t i v e  s c a l e s  o f  J a p a n e se  
and U .S . in v e s tm e n t. J a p a n e se  in v e s tm e n t ,  b e in g  m a in ly  i n  th e  m anufac­
t u r i n g  s e c t o r ,  h a s  p ro b a b ly  had  a  g r e a t e r  im p ac t on In d o n e s ia n  s o c ie ty  
th a n  U .S . in v e s tm e n t, w hich  te n d s  to  ta k e  th e  form  o f  r e s o u r c e -  
e x t r a c t i n g  " e n c la v e s"  i n  rem o te  a r e a s .  The v e ry  new ness and u n fam i­
l i a r i t y  o f  many Jap an ese  company and  b ran d  names may a l s o  have in c re a s e d  
t h e i r  v i s i b i l i t y  and v u l n e r a b i l i t y  to  c r i t i c i s m .  B ut to  a  la rg e  e x te n t  
h o s t i l i t y  to  Jap an ese  econom ic in f lu e n c e  am ongst In d o n e s ia n  i n t e l l e c t u a l s  
may be a t t r i b u t e d  to  a c o r r e c t ,  i f  som etim es i n s t i n c t i v e ,  a p p r e c ia t io n
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o f  th e  f a c t  t h a t ,  w h ile  A m erican in f lu e n c e  i s  s t a t i c  o r  d e c l in in g ,  
Ja p a n e se  in v e s tm e n t and in f lu e n c e  h a s  in c re a s e d  r a p id l y  and a p p e a rs
/ i \
l i k e l y  to  c o n tin u e  grow ing i n  th e  f u t u r e '
The l a t e n t  h o s t i l i t y  to  J a p a n 's  econom ic p re se n c e  in  In d o n e s ia  
p ro v id e s  su p p o r t f o r  p o l i t i c i a n s  c r i t i c a l  o f  th e  p r e s e n t  reg im e and  
i t s  econom ic p o l i c i e s .  F o re ig n  in v e s tm e n t ,  and s p e c i f i c a l l y  th e  
e x p l o i t a t io n  o f  In d o n e s ia n  f i s h e r y  r e s o u r c e s  by Jap an ese  f i r m s ,  was 
one o f  th e  main is s u e s  r a i s e d  by th e  PD I, th e  s m a l le r  o f  th e  two o p p o s i­
t i o n  p a r t i e s ,  d u r in g  t h e i r  1977 e l e c t i o n  c a m p a i g n . ( i t  sh o u ld  be 
n o te d  t h a t  th e  In d o n e s ia n  e l e c t o r a l  sy s te m  i s  such  t h a t  n e i t h e r  th e  
PDI n o r  th e  l a r g e r  o p p o s i t io n  g ro u p , th e  PPP, had any  hope o f  w inning  
th e  e l e c t i o n ,  b u t th e  1977 cam paign u n d o u b te d ly  p ro v id e d  an  o p p o r tu n i ty  
f o r  some e x p re s s io n  o f p o p u la r  d is c o n te n t  w ith  th e  g o v e rn m e n t's  econom ic 
s t r a t e g y ) . The i n t e r n a t i o n a l  developm ent o f  Is lam  a s  a  p o l i t i c a l  fo rc e  
h as  a l s o  had some im pact i n  I n d o n e s ia ,  i ^ e r e  f o r e ig n  econom ic and 
c u l t u r a l  in f lu e n c e s  have been  c r i t i c i s e d  by  Is la m ic  le a d e r s  and 
p o l i t i c i a n s ^ ^ ^ ) .  The p o l i t i c a l  r o l e  o f  Is la m  in  In d o n e s ia  h a s ,  how ever, 
been t r a d i t i o n a l l y  much w eaker th a n  in  o th e r  c o u n t r ie s  w ith  com parable 
Muslim p o p u la t io n s ,  and  i t  i s  m ost u n l i k e ly  t h a t  Is lam  i n  In d o n e s ia  
co u ld  p ro v id e  a  fo cu s  f o r  a  c ru sa d e  a g a i n s t  f o r e ig n  econom ic in f lu e n c e  
i n  th e  way t h a t  i t  h a s  d one , f o r  exam ple , i n  I r a n .
C r i t ic i s m  o f  m u l t in a t io n a l s ,  and p a r t i c u l a r l y  o f  J a p a n e se  m u l t i ­
n a t i o n a l s ,  h as  . been ta k e n  up  n o t o n ly  by o p p o s i t io n  p o l i t i c i a n s  bu t 
a l s o ,  a t  l e a s t  on one o c c a s io n , by  p ro m in en t f ig u r e s  w i th in  th e  
p o l i t i c a l  e s ta b l is h m e n t who have so u g h t to  u se  th e  i s s u e  a s  a  weapon 
in  t h e i r  s t r u g g le  a g a in s t  more p o w erfu l r i v a l s .  I t  was t h i s  c o n ju n c tio n  
o f mass u n r e s t  am ongst s tu d e n ts  and o th e r  u rb a n  g roups on th e  one hand 
and an  i n t e r n a l  p o w e r-s tru g g le  w ith in  th e  e s ta b l is h m e n t  on th e  o th e r  
w hich gave r i s e  to  th e  s o - c a l l e d  Ma l a r i  ( o r  15 Ja n u a ry )  A f f a i r  o f  1974^^^^
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The e v e n ts  o f  J a n u a ry  1974 m ust be se e n  a g a in s t  th e  background f i r s t l y  
o f  w id esp read  d is i l lu s io n m e n t  w ith  th e  developm ent s t r a t e g i e s  o f  th e  
S u h a rto  re g im e , se c o n d ly  o f  an  a tm o sp h ere  o f  p o l i t i c a l  u n r e s t  su rro u n d ­
in g  r e c e n t  re fo rm s  o f  th e  m a rr ia g e  and d iv o rc e  la w s , an d  t h i r d l y  o f  
grow ing p r o t e s t s  th ro u g h o u t S o u th e a s t A s ia  a g a in s t  J a p a n e se  econom ic 
in f lu e n c e  i n  th e  r e g io n .  P r o te s t s  by s tu d e n t s  a g a i n s t  th e  g o v ern m e n t's  
econom ic p o l i c i e s  and th e  power o f  f o r e ig n  m u l t in a t io n a l s  had been  
g a th e r in g  momentum s in c e  th e  autum n o f  1973, and w ere assum ing  an  
in c r e a s in g ly  a n t i - J a p a n e s e  to n e .
On 7 th  J a n u a ry , Prim e M in is te r  Tanaka l e f t  J a p a n  f o r  a  to u r  o f  
S o u th e a s t A sia n  c o u n t r i e s .  J a k a r t a  was p e rh a p s  th e  m ost im p o r ta n t s to p  
on h i s  i t i n e r a r y  b ecau se  o f  th e  c e n t r a l  r o l e  w hich In d o n e s ia  p la y e d  
i n  th e  Tanaka g o v e rn m e n t's  en e rg y  s t r a t e g i e s .  A cco rd in g  to  one p e rso n  
in v o lv e d  i n  th e  p r e p a ra t io n s  f o r  th e  t o u r ,  th e  Ja p a n e se  governm ent had 
r e c e iv e d  w arn ings o f  p o t e n t i a l  t r o u b le  from  t h e i r  J a k a r t a  em bassy, b u t 
had  r e j e c t e d  th e s e  i n  fa v o u r  o f  a  c o n f l i c t i n g  o p t i m i s t i c  r e p o r t  p r e -
(51 )p a re d  by an  em bassy o f f i c i a l  w ith  c lo s e  l i n k s  to  S u h a r to 's  e n to u ra g e  
In  Bangkok and K uala  Lumpur, w hich  h e  v i s i t e d  f i r s t ,  Tanaka was met 
w ith  s tu d e n t  d e m o n s tra tio n s  p r o t e s t i n g  a g a i n s t  J a p a n e se  in v e s tm e n t and  
t r a d e  im b a la n c e s . News o f  th e se  d e m o n s tra tio n s  f u e l l e d  th e  e n th u s ia sm  
o f  d i s s id e n t  f o r c e s  i n  In d o n e s ia ,  b u t  th e re  ca n  be l i t t l e  doub t t h a t  
th e  a n t i - J a p a n e s e  r i o t s  in  J a k a r t a  w ould n o t  have a t t a i n e d  th e  s c a l e  
t h a t  th e y  d id  b u t f o r  d iv i s io n s  w ith in  th e  In d o n e s ia n  p o l i t i c a l  and 
m i l i t a r y  e s ta b l is h m e n t .
I t  i s  w id e ly  a c c e p te d  t h a t  a  c r u c i a l  f a c t o r  i n  th e  M a la r i A f f a i r  
was th e  d iv i s io n  betw een th e  P r e s i d e n t i a l  a d v i s o r s  -  n o ta b ly  M ajor 
G e n e ra ls  A l i  M urtopo and Sudjono Hum ardani -  who a s  we have se e n  had  
a c h ie v e d  a  p o s i t i o n  o f  g r e a t  in f lu e n c e  i n  In d o n e s ia n  p o l i t i c a l  l i f e ,  
and  G en e ra l S u m itro , Commander o f  th e  s e c u r i t y  body K opkam tib, who f e l t
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h im se lf  I n c r e a s in g ly  ex c lu d ed  from  th e  c e n t r e  o f  d e c is io n -m a k in g .
M urtopo and  Humardani had b een  c l o s e l y  i d e n t i f i e d  w ith  th e  p o l ic y  o f
e n c o u ra g in g  th e  grow th o f  Ja p a n e se  in v e s tm e n t .  S u m itro , on th e  o th e r
hand , a l th o u g h  o f f i c i a l l y  r e s p o n s ib le  f o r  s u p p r e s s in g  th e  s tu d e n t
p r o t e s t s ,  to o k  a  h ig h ly  c o n c i l i a t o r y  l i n e ,  to u r i n g  cam puses th ro u g h o u t
( 5 2 )
Jav a  and  even  p ro m isin g  p r o t e s t o r s  "a  new p a t t e r n  o f  le a d e r s h ip "
I n  th e  w eeks b e fo re  th e  a r r i v a l  o f  Tanaka i n  J a k a r t a ,  S u m itro  a p p e a rs  
to  have t r i e d  to  s t r e n g th e n  h i s  p o s i t i o n  by w in n in g  s u p p o r t from  
o th e r  p ro m in en t m i l i t a r y  f i g u r e s  w ith  g ir e v a n c e s  a g a i n s t  th e  re g im e .
A t th e  same t im e , Kopkamtib m a in ta in e d  i t s  u n u s u a l ly  l e n i e n t  app roach  
to  d e m o n s tra t io n s ,  hop ing  p e rh a p s  to  u se  p u b l ic  o p in io n  to  p u t  p r e s s u re  
on th e  p r e s i d e n t i a l  a d v i s o r s .  I f  t h i s  was th e  p la n ,  how ever, i t  back­
f i r e d  b a d ly .  A f te r  T a n a k a 's  a r r i v a l  i n  J a k a r t a  on 1 4 th  J a n u a ry ,  th e  
d e m o n s tra tio n s  e ru p te d  in to  two days o f  r i o t i n g  d u r in g  w hich Ja p a n e se  
c a r s  and th e  showrooms o f  T o y o ta 's  In d o n e s ia n  s u b s id ia r y  w ere a t ta c k e d ,  
and a  num ber o f  C h inese  b u s in e s s e s  were l o o t e d .  O rd e r was o n ly  r e s to r e d  
a f t e r  s e v e r a l  d e m o n s tra to rs  had  been  k i l l e d  and  Tanaka had  been  o b lig e d  
to  make a  h a s ty  and  u n d ig n i f ie d  d e p a r tu r e .  I t  i s  s u g g e s te d  by some 
o b s e rv e rs  t h a t ,  w h ile  S um itro  had en co u rag ed  th e  e a r l i e r  d e m o n s tra tio n s ,  
th e  l a t e r  r i o t i n g  was p a r t l y  i n s t i g a t e d  by s u p p o r te r s  o f  A l i  M urtopo, 
who was aw are t h a t  th e  breakdow n o f  o rd e r  w ould d i s c r e d i t  h i s  r i v a l s
( 53 )in  Kopkamtib . W hatever th e  t r u e  c a u se s  o f  t h i s  com plex a f f a i r ,  
th e  outcome was t h a t  S um itro  was fo rc e d  to  r e t i r e  from  h i s  p o s i t i o n s  
a s  Commander o f  Kopkamtib and  D eputy Commander o f  th e  Armed F o rc e s .
B ecause o f  th e  o b scu re  p o l i t i c a l  m anoeuvres s u r ro u n d in g  th e  
M a la r i A f f a i r ,  i t  i s  tem p tin g  to  i n t e r p r e t  i t  a s  a  p u r e ly  i n t e r n a l  
I n d o n e s ia n  problem  r a t h e r  th an  a s  a  g e n u in e  p ro d u c t o f  a n t i - J a p a n e s e  
f e e l i n g .  T h is  v ie w , how ever, i s  o v e r - s im p l i f i e d .  As P alm er has w r i t t e n :  
" I t  i s  im m a te r ia l w h e th er th e  d e m o n s tra tio n s  were o r  w ere n o t o rg a n is e d ;
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( 54 )th e  em o tions were g e n u in e ly  f e l t ” , The M a la r i  A f f a i r  i l l u s t r a t e s  
two fu n d am en ta l p roblem s su rro u n d in g  th e  a c t i v i t i e s  o f  m u l t in a t io n a l  
com panies i n  l e s s  d ev e lo p ed  c o u n t r i e s .  The f i r s t  o f  th e s e  problem s i s  
t h a t  th e  dom inant r o l e  o f  f o r e ig n  com panies i n  th e  economy a lm o st 
in e v i t a b l y  c o n f l i c t s  w ith  th e  n a t i o n a l i s t  id e a l s  in c u lc a t e d  th ro u g h  
th e  e d u c a tio n  sy s tem , and  th e r e f o r e  a ro u s e s  o p p o s i t io n  am ongst s tu d e n ts  
and u rb an  i n t e l l e c t u a l s .  The second  i s  t h a t  th e  c lo s e  i d e n t i f i c a t i o n  
o f  th e  f o r e ig n  m u l t in a t io n a l s  w ith  th e  c u r r e n t  p o l i t i c a l  reg im e, d i s ­
c u ssed  e a r l i e r  i n  t h i s  c h a p te r ,  makes f o r e ig n  in v e s t o r s  p a r t i c u l a r l y  
v u ln e ra b le  to  c r i t i c i s m  d u r in g  p e r io d s  o f  p o l i t i c a l  u p h e a v a l.
B o th  th e  In d o n e s ia n  governm ent and Ja p a n e se  m u l t in a t io n a l s  have 
removed some o f  th e  more obv ious ca u se s  o f  d i s c o n te n t  -  th e  fo rm er by 
s t r e n g th e n in g  r e g u la t io n s  on f o r e ig n  in v e s tm e n t ,  th e  l a t t e r  by m easures 
su ch  a s  in c r e a s in g  e x p e n d itu re  on c h a r i t a b l e  and  e d u c a t io n a l  a c t i v i t i e s  
in  In d o n e s ia  and  by d e v e lo p in g  aw aren ess  o f  In d o n e s ia n  c u l tu r e  and  
t r a d i t i o n s  am ongst t h e i r  p e r s o n n e l.  J a p a n e se  b u sin essm en  p o s te d  to  
In d o n e s ia  a r e  now o f te n  p ro v id e d  w ith  i n s t r u c t i o n  s h e e t s  rem in d in g  them , 
f o r  exam ple , to  c u l t i v a t e  th e  f r i e n d s h ip  o f  In d o n e s ia n s  r a t h e r  th a n  
a s s o c i a t i n g  e x c lu s iv e ly  w ith  o th e r  e x p a t r i a t e s  and to  sp eak  In d o n e s ia n  
r a t h e r  th a n  Jap an ese  when lo c a l  em ployees a r e  p r e s e n t .  But a l th o u g h  
th e  v io le n c e  o f  1974 h as  n o t  been r e p e a te d ,  m ost o b s e rv e r s  would a g re e  
t h a t ,  j u s t  a s  th e r e  has been  no fu n d am en ta l change i n  th e  r o le  o f  
m u l t in a t io n a l s  i n  th e  Indonesiein  economy, so  th e r e  h a s  been  no fu n d a ­
m en ta l change in  th e  l e v e l  o f  l a t e n t  h o s t i l i t y  to  J a p a n e s e  f irm s  
am ongst i n t e l l e c t u a l s  and o th e r  s e c to r s  p a r t i c u l a r l y  o f  u rb an  In d o n e s ia n  
s o c i e t y .  D uring  p e r io d s  o f  s tro n g  g o v ern m en ta l c o n t r o l  su ch  h o s t i l i t y  
rem ain s  below th e  s u r f a c e ,  b u t th e  p o s s i b i l i t y c f  f u r t h e r  e ru p t io n s  o f  
o p p o s i t io n  to  f o r e ig n  in v e s to r s  i n  tim es  o f  i n t e r n a l  p o l i t i c a l  i n s t a b i l i t y  
can  n e v e r  be r u le d  o u t .
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F o re ig n  M u lt in a t io n a ls  and  H ost C o u n try  L everage
S in ce  th e  m id -1 9 7 0 's  th e r e  h a s  b e e n , a s  a l re a d y  n o te d ,  a  ten d en cy  
to  em phasise th e  s h i f t  i n  pow er from  th e  m u l t in a t io n a l  c o r p o ra t io n  to  
th e  h o s t  c o u n try . T h is  h a s  been  e x p la in e d  p a r t l y  in  te rm s o f  th e  grow­
in g  e x p e rie n c e  o f  g o v ern m en ts , p a r t i c u l a r l y  t h i r d  w orld  gov ern m en ts , 
i n  d e a l in g  w ith  m u l t in a t io n a l s :
"At dne t im e , b ecau se  th e y  la c k e d  te c h n o lo g y ,m a rk e tin g  s k i l l s  
and  management know-how, th e  d e v e lo p in g  c o u n t r ie s  were i n  a  
po o r b a rg a in in g  p o s i t i o n  v i s - a - v i s  f o r e ig n  f irm s  in  e x t r a c t i v e  
i n d u s t r i e s .  But th e  s i t u a t i o n  h a s  changed d r a m a t ic a l ly  o v e r  
tim e . The c o u n t r ie s  now r e c o g n is e  th e  v a lu e  o f  th e  r e s o u rc e s  
th e y  p o s s e s s .  They have become more s k i l l e d  in  th e  b a rg a in in g  
p ro c e s s  and more r e a d y  to  e x e r t  t h e i r  s o v e re ig n ty .  The o u t­
come i s  what one w ould e x p e c t i n  a  b i l a t e r a l  monopoly w here one 
b a rg a in e r  becomes in c r e a s in g ly  w e ll- in fo rm e d  and much o f  th e  
fo r e ig n  te c h n o lo g y  and know-how h a s  been  t r a n s f e r r e d :  i t  i s  now 
th e  com panies, n o t  th e  c o u n t r i e s ,  who a r e  d e p e n d e n t" (5 5 ) .
A second e x p la n a tio n  i s  b ased  on tie  "hostage^* p o s i t i o n  o f  th e  m u l t i ­
n a t i o n a l 's  lo c a l  su b s id ia iry  once th e  in v e s tm e n t h as  been  made. Thus 
F . R. R oot has w r i t t e n :
"B efo re  th e  i n i t i a l  in v e s tm e n t i s  m ade, th e  h o s t  governm ent 
i s  o f te n  i n  a  weak b a rg a in in g  p o s i t i o n  b eca u se  th e  m u l t i ­
n a t io n a l  e n t e r p r i s e  u s u a l ly  h as  s e v e r a l  o p tio n s  to  in v e s t  i n  
o th e r  c o u n t r i e s .  To o b ta in  in v e s tm e n t ,  th e r e f o r e ,  th e  h o s t  
governm ent may have to  o f f e r  c o n c e ss io n s  su c h  a s  ta x  exemp­
t i o n  f o r  th e  f i r s t  f iv e  y e a r s  o f  th e  a f f i l i a t e ' s  o p e r a t io n s .  
Once th e  in v e s tm e n t i s  m ade, how ever, th e  power b a la n c e  te n d s  
to  s h i f t  in  fa v o u r  o f  th e  h o s t  governm en t. The m u l t in a t io n a l  
e n t e r p r i s e  h a s  now com m itted  r e s o u rc e s  w hich may be l o s t  i f  
th e  a f f i l i a t e  does n o t  m a in ta in  i t s  v i a b i l i t y .  As th e  h o s t  
c o u n try  becomes l e s s  dep en d en t on th e  a f f i l i a t e  f o r  c a p i t a l ,  
te c h n o lo g y , management, a c c e s s  to  e x p o r t m a rk e ts  o r  e x t e r n a l  
e c o n a n ie s , i t  i s  in  a  b e t t e r  p o s i t i o n  to  i n s i s t  on new con­
d i t i o n s  to  m ^ n ta in  (o r  in c r e a s e )  i t s  s h a re  o f  econom ic
b e n e f i t s " ( 56 ) ,
I t  can be a rg u e d , how ever, t h a t  t h i s  v iew  o f  th e  m u l t in a t io n a l  
a s  an  in c r e a s in g ly  h e lp le s s  to o l  in  th e  h ands o f  t h i r d  w orld  n a t i o n a l i s t s  
i s ,  l i k e  e a r l i e r  v i s io n s  o f  an  i r r e v e r s i b l e  t r a n s f e r  o f  s o v e re ig n ty  
from  th e  n a t io n  s t a t e  to  th e  m u l t in a t io n a l  c o r p o r a t io n ,  b ased  on a  
r a t h e r  s h o r t- te rm  v iew . L ooking a t  th e  i s s u e  over a lo n g e r  p e r io d
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what one s e e s  i n  f a c t  i s  a  tw o -s id e d  p ro c e s s  o f a d ju s tm e n t and  d ev e lo p ­
ment in  th e  r e l a t i o n s h i p  betw een  th e  m u l t in a t io n a l  c o r p o r a t io n  and th e  
h o s t  n a t io n .  I t  i s  t r u e , o f  c o u r s e ,  t h a t  th e  b a rg a in in g  pow er o f  some 
T h ird  W orld governm ents h a s  in c r e a s e d  s u b s t a n t i a l l y  i n  r e g a r d  to  c e r t a i n  
v i t a l  raw  m a te r i a l s .  Thus In d o n e s ia  was a b l e ,  d u r in g  th e  1 9 7 0 's ,  to  
e x t r a c t  g r e a t l y  in c re a s e d  rev en u e  from  o i l  p ro d u c t io n ,  b o th  b ecau se  
o f  th e  im p o rta n c e  o f  o i l  to  th e  i n d u s t r i a l i s e d  n a t io n s  o f  th e  w orld  and 
because o f  th e  r a t h e r  e x c e p t io n a l  p o l i t i c a l  and g e o g ra p h ic a l  c ircum ­
s ta n c e s  w hich f a c i l i t a t e d  th e  c r e a t io n  o f  OPEC. I t  i s  t r u e ,  a g a in  t h a t
th e  In d o n e s ia n  governm ent h a s  become more e x p e r ie n c e d  i n  d e a l in g  w ith
fo re ig n  m u l t in a t io n a l  c o r p o r a t io n s ,  and h as  a l s o  b e n e f i te d  from  th e  
e x p e r ie n c e s  o f  o th e r  l e s s  d e v e lo p ed  c o u n t r i e s ,  b o th  i n  ASEAN and  e l s e ­
w here. A t th e  same tim e , th e  r i s e  o f  new c e n t r e s  o f  m u l t in a t io n a l
a c t i v i t y ,  su ch  a s  West Germany and  Ja p a n , and more r e c e n t l y .  S ou th
K orea, h a s  m eant g r e a t e r  c o m p e ti t io n  am ongst m u l t in a t io n a l  f i rm s  and 
th u s  g r e a t e r  o p p o r tu n i t i e s  f o r  th e  h o s t  governm ent to  " p la y  o f f "  one 
f irm  a g a i n s t  a n o th e r .
On th e  o th e r  hand i t  must b e  remembered t h a t  th e  m u l t in a t io n a l  
c o rp o ra t io n s  a r e  a l s o  d e v e lo p in g  and  g a in in g  e x p e r ie n c e  i n  th e  manage­
ment o f  r e l a t i o n s  w ith  f o r e ig n  g o v ern m en ts . J u s t  a s  h o s t  governm en ts 
have so u g h t to  re d u c e  t h e i r  dependence on any  s in g le  i n d u s t r i a l i s e d  
c o u n try  by b a la n c in g  th e  in v e s tm e n ts  o f  th e  v a r io u s  r i v a l  c e n t r e s  o f  
m u l t in a t io n a l  a c t i v i t y ,  so  th e  c o rp o ra t io n s  th e m se lv e s  have so u g h t to  
m in im ise  th e  r i s k s  o f  o v e rs e a s  in v e s tm e n t by s p re a d in g  t h e i r  a c t i v i t i e s  
o v e r  many c o u n t r i e s .  Thus i n  th e  1 9 7 0 's  we can s e e  an  in c r e a s in g  
d i v e r s i f i c a t i o n  o f  Ja p a n e se  co m p an ies ' f o r e ig n  in v e s tm e n ts  away from  
S o u th e a s t A s ia  and S ou th  A m erica and  tow ards N o rth  A m erica , E u ro p e , and  
even to  a  l e s s e r  e x t e n t ,  A f r ic a .  By b u i ld in g  up com plex in fo rm a tio n  
n e tw orks and t r a i n i n g  t h e i r  s t a f f  in  th e  te c h n iq u e s  o f  m anaging o v e r­
s e a s  o p e r a t io n s ,  J a p a n e se  m u l t in a t io n a l s  have overcom e some o f th e
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problem s o f  c u l t u r a l  i s o l a t i o n  w hich b e s e t  th e  e a r l i e r  p h a se s  o f  t h e i r  
developm ent. I n  In d o n e s ia ,  many Ja p a n e se  f i rm s  h a v e , a s  a l r e a d y  
i n d i c a t e d ,c u l t i v a t e d  f r i e n d l y  r e l a t i o n s  w ith  a  w ide ra n g e  o f  p o l i t i c a l ,  
a d m in is t r a t iv e  and  b u s in e s s  l e a d e r s .  They have a l s o  become more 
s k i l l e d  i n  a d a p t in g  t h e i r  b u s in e s s  m ethods to  conform  w ith  a p p a re n t ly  
n a t i o n a l i s t i c  lo c a l  r e g u la t i o n s ,  and  more g e n e r a l ly  i n  r e c o n c i l i n g  
t h e i r  own i n t e r e s t s  to  th e  aim s and developm ent s t r a t e g i e s  o f  T h ird  
World h o s t  g o vernm en ts .
Looking a t  th e  p o s t-w a r  h i s t o r y  o f  Ja p a n e se  com panies in  
In d o n e s ia ,  w hat we s e e  i s ,  n o t  a t r a n s f e r  o f  power from  one p a r tn e r  
to  th e  o th e r ,  b u t th e  developm ent o f  an  in c r e a s in g ly  i n s t i t u t i o n a l i s e d  
r e l a t i o n s h ip  betw een  m u l t in a t io n a l  com panies and th e  h o s t  g o vernm en t. 
D uring  th e  S ukarno  p e r io d ,  th e  r e a c t io n  o f  th e  In d o n e s ia n  governm ent 
to  f o r e ig n  in v e s t o r s  was f l u c t u a t i n g  and  i n c o n s i s t e n t .  On th e  one hand , 
th e re  was a  g e n e ra l  a tm osphere o f  h o s t i l i t y  to w ard s  f o r e ig n  in v e s tm e n t ,  
w hich was seen  p e r p e tu a t in g  th e  econom ic dependence o f  th e  c o lo n ia l  
e r a .  On th e  o th e r ,  Ja p an ese  com panies w ere re g a rd e d  a s  a  u s e f u l  
a l t e r n a t i v e  so u rc e  o f  c a p i t a l  to  b a la n c e  th e  o l d e r - e s t a b l i s h e d  econom ic 
pow ers. The la c k  o f  In d o n e s ia n  e x p e rie n c e  i n  d e a l in g  w ith  f o r e ig n  
m u l t in a t io n a l s ,  and  th e  ab sen ce  o f  any c o h e re n t p o l i c y  to w ard s  f o r e ig n  
in v e s t o r s ,  m eant t h a t ,  w h ile  some Ja p an ese  com panies w ere a b le  to  secu re  
q u i te  f a v o u ra b le  te rm s p a r t i c u l a r l y  f o r  p r o d u c t io n - s h a r in g  v e n tu r e s ,  
th e  p o l i t i c a l  en v ironm en t rem ained  u n a t t r a c t i v e  to  m ost J a p a n e se  
m u l t in a t io n a l s .  D uring  t h i s  p e r io d ,  much depended on a  com pany 's 
p e rso n a l c o n ta c ts  w ith  th e  re g im e , and th e s e  w ere o f te n  co n d u c ted  
th ro u g h  a  s in g le  p o l i t i c a l  in te rm e d ia ry  whose f a l l  from  g ra c e  c o u ld
(57)mean theabandonm ent o f  an  in v e s tm e n t p r o je c t  .
U nder S u h a r to ,  n o t  o n ly  has  th e  g e n e ra l  a tm o sp h ere  been much 
more fa v o u ra b le  to  th e  fo r e ig n  in v e s t o r ,  b u t  r e l a t i o n s  betw een f o r e ig n
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com panies and th e  reg im e have become more s t a b l e  and  more c o h e r e n t ly  
o rg a n is e d . A lth o u g h  p e r s o n a l  c o n ta c ts  be tw een  Ja p a n e se  m u l t in a t io n a l s  
and in d iv id u a l  g o v ern m en ta l f i g u r e s  c o n tin u e  to  be e x tre m e ly  im p o r ta n t ,  
such  c o n ta c ts  now te n d  to  be more b ro a d ly  b a se d  th a n  th e y  w ere u n d e r 
S ukarno , and th e y  a r e  supp lem en ted  by fo rm a l b o d ie s  such  a s  th e  a n n u a l 
Ja p a n -In d o n e s ia  C o n fe ren ces  and  th e  more r e c e n t l y  e s t a b l i s h e d  In d o n e s ia -  
Jap an  J o i n t  Economic C o n fe ren c e^ ^ ^ ^ . The developm en t o f  su ch  c o n ta c ts ,  
to g e th e r  w ith  th e  in c re a s e d  u se  o f  f o r e ig n  econom ic a d v i s o r s  seco n d ed  
from  m u l t in a t io n a l  c o r p o r a t io n s ,  has le d  to  a  grow ing c o - o r d in a t io n  o f  
th e  aim s o f  th e  m u l t in a t io n a l  c o rp o ra t io n s  w ith  th o s e  o f  th e  In d o n e s ia n  
g o v e rn m e n t's  developm ent p la n s .
From th e  p o in t  o f  view  o f  f o r e ig n  i n v e s t o r s ,  th e  i n s t i t u t i o n a l i ­
s a t i o n  o f  t h e i r  r e l a t i o n s  w ith  th e  h o s t  governm ent re d u c e s  th e  r i s k s  o f 
u n ex p ec ted  and dam aging n a t i o n a l i s t i c  m easu res and  makes i t  p o s s ib le  
f o r  them to  p la n  f u r t h e r  ah ea d . B ut a t  th e  same tim e  t h e i r  i d e n t i f i c a ­
t i o n  w ith  th e  c u r r e n t  reg im e makes them in c r e a s in g ly  d ep en d en t on th e  
su c c e ss  o f  th e  r e g im e 's  econom ic p o l i c i e s .  The f o r e ig n  m u l t i n a t io n a l ,  
and i n  p a r t i c u l a r ,  th e  Jap an ese  m u l t in a t io n a l ,  i s  a  n a t u r a l  t a r g e t  o f  
a t t a c k  f o r  th e  g o v e rn m e n t's  opponen ts  i n  tim e s  o f  p o l i t i c a l  u n r e s t .
F o r th e  In d o n e s ia n  a u t h o r i t i e s ,  f o r e ig n  in v e s tm e n t h a s  been  a  c o r n e r ­
s to n e  o f  t h e i r  developm ent s t r a t e g y .  Y et th e  l a r g e - s c a l e  p re s e n c e  o f  
f o r e ig n  m u l t in a t io n a l s  h as  had  c e r t a in  p ro fo u n d  e f f e c t s  on th e  d e v e lo p ­
ment o f  In d o n e s ia n  p o l i t i c a l  s t r u c t u r e s .  Amongst o th e r  th in g s ,  i t  h as  
produced  s u b s t a n t i a l  dependence on f o r e ig n  i n v e s t o r s  a s  s o u rc e s  o f  
c o v e r t  fu n d in g  f o r  p o l i t i c a l  and a d m in is t r a t iv e  c a r e e r s  and  h a s  te n d e d  
to  encourage a  w iden ing  gap betw een r h e t o r i c  and r e a l i t y  i n  econom ic 
p o licy m ak in g . F o r b o th  s id e s ,  how ever, th e  c o n tin u e d  s t a b i l i t y  and  
developm ent o f  th e  r e l a t i o n s h i p  i s  o f  c e n t r a l  im p o rta n c e . The f u tu r e  
o f  th e  e x i s t i n g  p o l i t i c a l  e l i t e  and th e  f u tu r e  r o l e  o f  Ja p a n e se  m u l t i ­
n a t io n a l s  in  In d o n e s ia  depend v e ry  much on one a n o th e r .
2 3 2
NOTES ON CHAPTER IV
1. Malcolm C aldw ell:. The W ealth  o f  Some N a tio n s . London, Zed Books, 
1977, p 83.
2 . I b id ,  p 8 4 .
3 . I b id ,  p 85 .
4 .  Theodore H. M oran: " M u l t in a t io n a l  C o rp o ra tio n s  and D ependency: A 
D ia lo g u e  f o r  D e p e n d is ta s  and N o n -D e p e n d is ta s" , I n t e r n a t i o n a l  
O rg a n is a t io n . Vol 3 2 , No 1 , W in te r  1978, pp 93 -9 4 .
5 . See D avid J e n k in s  "G iv in g  C r e d i t  Where I t  I s  D ue", F a r  E a s te rn  
Economic R eview . 21 S ep tem ber 1979» p 113.
6 . The low er e s t im a te  i s  from  H. M abbett and  P . C. M abbett: The 
C h inese  in  In d o n e s ia ,  th e  P h i l i p p in e s  and M a la y s ia . M in o r ity  
R ig h ts  Group R ep o rt No 10 , p 3 ; th e  h ig h e r  f ig u r e  i s  q u o te d  in  
D avid J e n k in s ,  "The T ra d e rs  who Came to  S ta y ” , F a r  E a s te rn  
Econcanic R eview . 21 S ep tem ber 1979, p 40 .
7 . T h is  com parison  i s  em p h asised , f o r  exam ple, in  G a rth  A le x a n d e r: 
S i l e n t  In v a s io n ; The C h inese  in  S o u th e a s t  A s ia . London, M acdonald, 
1973.
8 . W. F . W ertheim : In d o n e s ia n  S o c ie ty  in  T r a n s i t i o n . The H ague,
W. van H oeve, 1969, p 141.
9 . J e n k in s ;  "T ra d e rs  who Came to  S ta y " ,  p 4 1 .
10. I n g r id  P alm er: The In d o n e s ia n  Economy S in ce  1965. London, F rank  
C ass & C o ., 1978, p 167.
11. M ochtar L ub is  -  P e r s o n a l  in t e r v ie w ,  J a k a r t a ,  A ugust 1979.
12. See F a r E a s te rn  Economic R eview . 21 Septem ber 1979, p 116.
13. See f o r  example M ahendra: Some A sp e c ts  o f  F in a n c in g  E q u ity  o f  
In d ig en o u s  J o in t  V en tu re  P a r tn e r s  i n  In d o n e s ia . J a k a r t a  1979, 
Mimeographed p ap e r pp 4 - 5 .
14. M. Y. Y oshino: Ja i> an 's  M u l t in a t io n a l  E n t e r p r i s e s , C am bridge, i'lass. , 
& London, H arvard  U n iv e r s i ty  P r e s s ,  1976, pp 142-143 . A lso
233
Y. T su rum i: The Ja p a n e se  Are Coming; A M u l t in a t io n a l  I n t e r a c t i o n  
o f  F irm s and P o l i t i c s , C am bridge, M a ss ., B a l l i n g e r  P u b l is h in g  
C o ., 1976, pp 209-210 .
15. L . S ia h a n  e t  a l :  J a p a n e se  D ir e c t  In v e s tm e n t in  I n d o n e s ia :  F in d in g s  
o f  an  E x p e rim e n ta l S u rv e y . Tokyo, I n s t i t u t e  o f  D ev e lo p in g  
E conom ies, 1978, pp 7 8 -8 0 .
16. Kwik K ian  G ie , q u o te d  i n  J e n k in s :  "G iv in g  C r e d i t  Where I t  I s  Due", 
p 114.
17. On X osgo ro , see  O c h ia i H ideo : Sum atora no Koya K a ra . Tokyo,
N .H .K . B ooks, 1977, p 14.
18. See F a r  E a s te rn  Economic R eview , 19 M arch 1976; on th e  e a r l y  
c a r e e r  o f  Sutowo s e e  A. G. B a r t l e t t  e t  a l :  P e r ta m in a ; In d o n e s ia n  
N a t io n a l  O i l . J a k a r t a ,  S in g ap o re  and  T u ls a ,  A m erasian  L t d . ,  1972,
19. Raymond V ernon: S o v e re ig n ty  a t  B ay. London, Longman, 1971, p 197.
20 . C r i t i c i s m s  o f  t h i s  k in d ,  a t ta c k in g  c e r t a i n  fo rm s o f  Ja p a n e se  
in v e s tm e n t w h ile  em p h asis in g  th e  need  f o r  in c r e a s e d  in v e s tm e n t 
by Ja p a n e se  m u l t in a t io n a l s  in  g e n e r a l ,  have been  p u t fo rw ard  by 
p ro m in en t b u s in e s s  f i g u r e s  such  a s  P ang layk im : B u s in e s s  R e la t io n s  
Between In d o n e s ia  and  J a p a n . J a k a r t a , C e n tre  f o r  S t r a t e g i c  and 
I n t e r n a t i o n a l  S tu d ie s ,  1974; and  Suhendro N o to w id jo jo : J a p an - 
In d o n e s ia n  R e la t io n s h ip  i n  J o i n t  V en tu re s  i n  I n d o n e s ia . Mimeo­
g rap h ed  c o n fe re n c e  p a p e r .
21 . F r a n k l in  B. W e in s te in : In d o n e s ia n  F o re ig n  P o l ic y  and th e  Dilemma 
o f  D ependence. I th a c a  and London, C o rn e l l  U n iv e r s i ty  P r e s s ,  1976, 
pp 98-101 .
22 . F o r exam ple, a  num ber o f  p o l i t i c i a n s  and a d m in i s t r a t o r s  i n t e r ­
view ed by W e in s te in  r e s e n te d  w hat th e y  b e l ie v e d  to  be Ja p an ese  
a t te m p ts  to  u se  econom ic a id  a s  a  l e v e r  to  o b ta in  fa v o u ra b le  
f i s h in g  r i g h t s .  I b i d ,  pp 262-263 .
234
23 . A sah i Shimbun K e iz a lb u : Sogo S h o sh a . Tokyo, A sah i Shim bunsha, 
1977, p 255.
2 4 . A. H. Soehoed, in te rv ie w e d  i n  F a r  E a s te r n  Economic R eview .
17 December 1976.
25 . Adam M alik , q u o ted  in  " In d o n e s ia  P rim e T e s t  f o r  J a p a n " , 
W ashington P o s t . 2 M arch 1973.
26 . Anonymous Jap an ese  b u s in e ssm a n , in te rv ie w e d  Tokyo A p r i l  1978.
2 7 . B. G la s s b u m e r : " P r ic in g  o f  F o re ig n  Exchange i n  In d o n e s ia  I 966-  
1967"; in  B. G la s s b u m e r  ( e d . ) ;  The Economy o f  In d o n e s ia ; 
S e le c te d  R e a d in g s . I t h a c a ,  N .Y. C o rn e l l  I h i iv e r s i ty  P r e s s ,  1971.
28 . M asashi N is h ih a ra :  The Ja p a n e s e  and S u k a rn o 's  In d o n e s ia :  Tokyo 
J a k a r ta  R e la t io n s  1951-1966 . H o n o lu lu , U n iv e r s i ty  P re s s  o f  
H aw aii, 1976, pp 102-103.
2 9 . G. McT. K ahin ( e d . ) :  M ajor G overnm ents o f  A s ia  (2nd e d i t i o n ) ,  
I t a c a ,  N .Y ., C o rn e l l  U n iv e r s i ty  P r e s s ,  1963, pp 632-633 .
3 0 . Anonymous Ja p an ese  b u sinessm an  in te rv ie w e d  Tokyo, A p r i l  1978.
3 1 . Anonymous In d o n e s ia n  c i v i l  s e r v a n t  in te rv ie w e d  J a k a r t a ,  A ugust 
1979.
32 . F ra n k lin  B. W e in s te in : " M u l t in a t io n a l  C o rp o ra tio n s  and th e  T h ird  
W orld: The Case o f  Ja p a n  an d  S o u th e a s t  A s ia " ,  I n t e r n a t i o n a l  
O rg a n iz a tio n . Summer 1976, p 387.
3 3 . I b id ,  p 396.
34 . M oran, op c i t ,  pp 9 4 -9 5 .
3 5 . N is h ih a ra ,  op c i t ,  p 103.
36 . I b i d ,  p 192.
37 . A to Masuda: "Sengo no N ihon to  In d o n e s ia  no K ankei n i  T s u i t e :  
'Cho S h in  Mo K orekushon ' o M e g u tte " , S h ak a i Kagaku Tokyu, March 
1979, pp 516-517.
38. N is h ih a r a ,  op c i t ,  pp 113-115 .
235
39 . A sah i Shibun K e iz a ib u , op c i t ,  p 33 .
40 . N is h ijim a  S h ig e ta d a , in te rv ie w e d  Tokyo, 27 May 1978.
41 . I b id .  See a l s o  N is h ih a r a ,  op c i t ,  pp 118-120.
4 2 . M asuda, op c i t ,  pp 461-534 .
43 . See f o r  exam ple D erek D av ies  in  " In d o n e s ia  '75"»  su p p le m e n t.
F a r E a s te rn  Economic R eview , 7 November 1975» pp 3 -4 .
44 . See In d o n e s ia :  F e i te n  en M eningen, Vol 4» No 5 , p 13.
45 . S tephen  A. D oug las: P o l i t i c a l  S o c ia l i z a t io n  and S tu d e n t A c tiv ism
i n  In d o n e s ia , U rbana U n iv e r s i ty  o f  I l l i n o i s  P r e s s ,  1970, pp 69 -7 1 .
46 . I b id ,  pp 111-112.
4 7 . See ab o v e . C h ap te r 2 .
4 8 . In d o n e s ia : F e i t e n  en H en ingen . V ol 4 ,  No 1 , p 14.
49 . A drian  P e te r s :  "Moslems T h re a te n  S u h a r to 's  G overnm ent", The G u a rd ia n . 
26 O ctober 1978.
50. T h is  a n a ly s i s  o f  th e  M a la ri A f f a i r  i s  b a se d , e x c e p t w here o th e r ­
w ise in d i c a te d ,  on H a ro ld  C rouch: "The ' 15 th  J a n u a ry  A f f a i r '  in
In d o n e s ia " ,  Dyason House P a p e r s . Vol 1 , No 1 , A ugust 1974 , pp 1 -5 .
51 . P e rs o n a l in te r v ie w ,  J a p a n , A p r i l  1978.
52 . C rouch, op c i t ,  p 4 .
53 . T h is  i s  s u g g e s te d  f o r  exam ple by B ria n  May i n  The In d o n e s ia n
T rag ed y , London, R ou tled g e  & Kegan P a u l,  1978, p 305 .
54 . P a lm er, op c i t ,  p 153.
55 . R. H a l Mason: " C o n f l ic ts  betw een H ost C o u n tr ie s  and th e  M u lt i ­
n a t io n a l  E n t e r p r i s e " ,  C a l i f o r n ia  Management R eview , Autumn 1974»
p 6 .
56 . F. R. R oot: I n t e r n a t io n a l  Trade and In v e s tm e n t, ( 4 th  e d i t i o n ) ,
C in c in n a t i ,  S ou th -W estern  P u b lis h in g  C o . , 1978, p 589. R o o t,
how ever, a c c e p ts  t h a t  th e  r e v e r s a l  o f  power p o s i t i o n s  n eed  n o t  
be t r u e  o f  e v e ry  d i r e c t  in v e s tm e n t.
236
57. See f o r  exam ple N is h ih a r a ,  op c i t .  Ch. 5 .
58. The J a p a n - In d o n e s ia  C o n fe re n c e s , a t te n d e d  by le a d in g  p o l i t i c a l ,
a d m i n i s t r a t i v e ,  b u s in e s s  and  academ ic f i g u r e s  from  b o th  c o u n t r i e s ,  
a r e  o rg a n is e d  j o i n t l y  by th e  In d o n e s ia n  C e n tre  f o r  S t r a t e g i c  and 
I n t e r n a t i o n a l  S tu d ie s  and th e  Ja p a n e se  F o re ig n  O f f ic e ,  and  have 
been  h e ld  a n n u a l ly  s in c e  1974. The f i r s t  I n d o n e s ia - J a p a n  J o in t  
Economic C onferen ce  was h e ld  i n  M arch 1979» and  a t te n d e d  by 
r e p r e s e n t a t i v e s  from K eidanren  and  i t s  In d o n e s ia n  c o u n te r p a r t  
KADIN. See Gekkan In d o n e s ia . A p r i l  1979» PP 3 -6 .
237
V THE INTERNATIONAL SETTING
I n  c o n s id e r in g  th e  i n t e r n a l  dynam ics o f  th e  r o le  o f  J a p a n e se  
m u l t in a t io n a l s  in  In d o n e s ia ,  we have been  t r e a t i n g  t h i s  r o l e  a s  though 
i t  had an  e x is te n c e  o f  i t s  own, s e p a r a te  from  th e  i n t e r n a t i o n a l  p o l i t i c a l  
and econom ic o r d e r .  Such a  c lo s e -u p  v iew  i s  n e c e s s a ry  i f  we a r e  to  
u n d e rs ta n d  th e  c o m p le x it ie s  o f  th e  ch an g in g  i n t e r a c t i o n  o f  two n a t io n s ,  
b u t i t  p r e s e n ts  o n ly  a  p a r t i a l  p ic tu r e  o f  r e a l i t y .  No s tu d y  o f  th e  
r e l a t i o n s  betw een two c o u n t r i e s  i s  com plete  u n t i l  we have p la c e d  i t  i n  
th e  w id e r c o n te x t  o f  th e  w o rld  o r d e r .  In  C h ap te r  One we saw th e  p ro ­
found im pact o f  i n t e r n a t i o n a l  p rob lem s on th e  a c t i v i t i e s  o f  Ja p a n e se  
com panies i n  th e  In d ie s  d u r in g  th e  1 9 3 0 's  and 194-0 's. I n  t h i s  c h a p te r  
we s h a l l  c o n s id e r  how th e  i n t e r n a t i o n a l  env ironm ent h a s  shap ed  th e  
p o s t-w ar p o s i t i o n  o f  J a p a n e s e  m u l t in a t io n a l s  i n  In d o n e s ia ,  and how 
changes in  t h a t  en v iro n m en t a r e  l i k e l y  to  a f f e c t  th e  f u t u r e  o f  Jap an ese  
in v e s tm e n t i n  S o u th e a s t A s ia .
M u lt in a t io n a l  Companies an d  th e  W orld O rd er
D uring  th e  p a s t  two d eca d es  many w r i t e r s  have a t te m p te d  to  a s s e s s  
th e  im pact o f  th e  m u l t in a t io n a l  c o r p o r a t io n  on th e  w orld  o r d e r .  O ften  
works on t h i s  s u b j e c t ,  w h e th e r  by M a rx is t o r  by l i b e r a l  w r i t e r s , have 
been  c h a r a c te r i s e d  by w hat G i lp in  h a s  term ed a  "M a rx is t em p h asis  on th e  
h i s t o r i c a l  law s o f d e v e lo p m e n t" ^ ^ \  In  o th e r  w o rd s, th e y  have s t r e s s e d  
th e  p rim ary  o f  econom ic f o r c e s  o v e r p o l i t i c a l  f o r c e s ,  an d  hav e  a rg u e d  
t h a t ,  s in c e  th e  m u l t in a t io n a l  c o r p o r a t io n  a p p e a rs  to  be th e  m ost 
developed  and  p o w erfu l form  o f  econom ic o r g a n is a t io n  in  th e  p o s t-w a r  
w o rld , th e  s t r u c t u r e  o f  i n t e r n a t i o n a l  p o l i t i c a l  r e l a t i o n s  w i l l  be 
de te rm in ed  by th e  e v o lu t io n  o f  th e  m u l t in a t io n a l  f i rm .
Such a rgum ents  have ta k e n  t h e i r  m ost ex trem e form  i n  th e  w orks o f  
w r i te r s  such  a s  Howard V. P e r lm u t te r .  W rit in g  in  th e  f i r s t  h a l f  o f  th e  
1 9 7 0 's , P e r lm u tte r  s t a t e d :
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"We assum e , . . t h a t  f o r  th e  re m a in d e r o f th e  1 9 7 0 's  th e  
MKC ( m u l t in a t io n a l  c o r p o r a t io n )  can  be c o n c e p tu a l ly  d e s ­
c r ib e d  a s  a  le a d in g  system  i n  th e  g lo b a l  i n d u s t r i a l  sy s te m , 
w ith  th e  n a t i o n - s t a t e  and  t r a d e  u n io n s  a s  la g g in g  sy s te m s"
While a c c e p t in g  th e  e x is te n c e  o f  c o u n te r v a i l in g  e th n o c e n t r i c  f o r c e s ,  
th e r e f o r e ,  P e r lm u t te r  b ased  h i s  p r e d ic t io n s  f o r  th e  f u t u r e  on th e  
developm ent and  dom inance o f th e  m u l t in a t io n a l  f i r m , and  saw th e  
p e r io d  1980-1990 a s  b e in g  c h a r a c t e r i s e d ,  among o th e r  t h in g s ,  by th e  
em ergence o f  G lo b a l I n d u s t r i a l  System  C o n s te l la t io n s  in v o lv in g  
c a p i t a l  from  l e s s  d ev e lo p ed  a s  w e ll  a s  d ev e lo p ed  n a t i o n s ,  and by th e  
r i s e  o f t r a n s - i d e o l o g i c a l  f irm s  form ed from  th e  m erg ing  o f  Comecon and 
West E uropean  co m pan ies. In  th e  more d i s t a n t  f u t u r e ,  P e r lm u t te r  
b e l ie v e d ,  t h i s  t r e n d  would p roduce " g lo b a l  c i t i e s  and r e g io n a l  c i t i e s " ;  
" g lo b a l  e d u c a t io n a l  s y s te m s " ; " g lo b a l  te le c o m m u n ic a t io n - t r a n s p o r ta t io n  
sy s te m s" ; and  " g lo b a l  arm s r e d u c t io n  in  r e l a t i o n  to  g lo b a l  s e c u r i t y  
s y s t e m " .
In  f a c t  G ilp in  i s  i n c o r r e c t  i n  l a b e l l i n g  such  r a t h e r  u n i l i n e a r  
view s o f  h i s t o r y  a s  " M a rx is t" .  As B a r r a t t  Brown h as  em phasised ;
"M a rx is t a n a ly s i s  i s  n o t s im p ly  a  m a t te r  o f  lo o k in g  f o r  
d i r e c t  econom ic m o tiv es  b eh in d  a l l  in d iv id u a l  a c t i o n s  o r  
even o f  lo o k in g  f o r  econom ic e x p la n a t io n s  f o r  a l l  s o c i a l  
a c t io n s .  . . . S o c ia l  fo rm a tio n s  a r e  a  com plex t o t a l i t y  
f o r  M a rx is ts  a s  f o r  o th e r s ,  and econom ic o r  m a t e r i a l i s t  
i n t e r p r e t a t i o n s  a r e  n o t  to  be a p p l ie d  m e c h a n ic a lly  b u t  
d i a l e c t i c a l l y ,  t h a t  i s ,  a l lo w in g  f o r  th e  fe e d b a c k  o f  human 
c o n sc io u sn e s s  in t o  th e  m a te r i a l  w o r ld " ( 4 ) ,
G ilp in  i s  s u r e ly  r i g h t ,  how ever, i n  a rg u in g  th a t
" a l th o u g h  th e  econom ic and  te c h n ic a l  s u b s t r u c tu r e  p a r t i a l l y  
d e te rm in e s  and  i n t e r a c t s  w ith  th e  p o l i t i c a l  s u p e r s t r u c tu r e ,  
p o l i t i c a l  v a lu e s  and s e c u r i t y  i n t e r e s t s  a re  c r u c i a l  d e t e r ­
m in an ts  o f  i n t e r n a t i o n a l  econom ic r e l a t i o n s " ( 5 ) ,
The m u l t in a t io n a l  c o r p o r a t io n ,  though  an  e x tre m e ly  im p o r ta n t 
f a c t o r  in  i n t e r n a t i o n a l  r e l a t i o n s ,  i s  o n ly  one o f  a  num ber o f  f o r c e s  
sh ap in g  w orld  a f f a i r s .  F i r s t l y ,  i t  m ust be n o te d  t h a t  th e  g e o g ra p h ic a l
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scope o f  th e  m u l t i n a t i o n a l 's  a c t i v i t i e s  i s  l im i t e d .  W hile a  number 
o f s o c i a l i s t  c o u n t r i e s ,  m ost n o ta b ly  C h in a , have begun to  welcome 
t e c h n ic a l  a s s i s t a n c e  from  m u l t in a t io n a l  com panies, t h i s  i s  a  r e l a t i v e l y  
r e c e n t  phenomenon and  i s  f a r  from  u n iv e r s a l .  Many A sia n  c o u n t r i e s ,  
in c lu d in g  n a t io n s  su ch  a s  Burma a s  w e ll  a s  V ietnam  and  N o rth  K orea, 
have m a in ta in e d  a  c a u t io u s  ap p ro ach  to  fo re ig n  c a p i t a l .  M oreover, th e  
r o le  o f  f o r e ig n  m u l t in a t io n a l  c o rp o ra t io n s  in  s o c i a l i s t  c o u n t r i e s ,  
w hich n o rm a lly  in v o lv e s  th e  s a l e  o f  te c h n o lo g y  o r  th e  c o n s t r u c t io n  o f 
p l a n t s ,  b u t n o t  th e  a c q u i s i t i o n  o f  e q u i ty  o r  th e  perm anen t management 
o f p r o j e c t s ,  i s  l i k e l y  to  have r a t h e r  d i f f e r e n t  p o l i t i c a l  and  econom ic 
consequences from  th e  m ore t r a d i t i o n a l  a c t i v i t i e s  o f  m u l t in a t io n a l s  i n  
o th e r  p a r t s  o f  th e  w o rld . P r e d ic t io n s  o f th e  r i s e  o f  s ta te -o w n e d  
" m u l t in a t io n a ls "  b a se d  in  c e n t r a l l y  p la n n ed  econom ies have a l s o  shown 
few s ig n s  o f  b e in g  f u l f i l l e d .
N e x t, a s  n o te d  in  C h a p te r  T h re e , th e  m u l t in a t io n a l  c o r p o r a t io n s  
a re  n o t th e  o n ly  i n t e r e s t  g ro u p s  in f lu e n c in g  th e  developm ent o f  home 
c o u n try  f o r e ig n  p o l i c i e s .  Im p o r ta n t though th e y  a r e ,  m u l t in a t io n a l  
com panies may n o t  a lw ays be a b le  to  p r e s e n t  a  u n i t e d  v iew  on th e  
d e s i r a b le  d i r e c t i o n  o f  f u t u r e  p o l i c i e s ,  o r  may n o t  a lw ays be a b l e  to  
make t h e i r  v iew s p r e v a i l  o v e r  th o s e  o f  o th e r  i n t e r e s t  g ro u p s su ch  a s  
fa rm e rs ,  o rg a n is e d  la b o u r  e t c .  E q u a lly  im p o r ta n t ly ,  th e  s h o r t  ru n  
d e s i r e  o f  m u l t in a t io n a l  com panies f o r  in c r e a s e d  p r o f i t s ,  and t h e i r  
lo n g  ru n  d e s i r e  f o r  s t a b i l i t y  and  g ro w th , may s u g g e s t  d i f f e r e n t  
p o l i t i c a l  s t r a t e g i e s .  L a s t l y ,  th e  a c t io n s  o f  m u l t in a t io n a l  com panies 
th em se lv es  may c o n t r ib u te  to  th e  developm ent o f  u n fo re s e e n  r e a c t i o n s .  
T h is  can be seen  i n  th e  r i s e  o f  n a t io n a l i s m  am ongst i n t e l l e c t u a l s  and 
o th e r  g ro u p s i n  T h ird  W orld h o s t  c o u n t r i e s ,  le a d in g  on o c c a s io n  to  
r e v o lu t io n a r y  s o c i a l  u p h e a v a ls  as  in  I r a n  in  1978-1979.
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A ll  th e s e  d iv e rs e  f o r c e s  h e lp  to  c r e a te  th e  i n t e r n a t i o n a l  fram e­
work w ith in  w hich th e  m u l t in a t io n a l  f i rm  o p e r a te s .  I t  i s  n o t  th e  
m u l t in a t io n a l  sp re a d  o f  b u s in e s s  a lo n e ,  b u t  r a t h e r  th e  i n t e r a c t i o n  o f  
th e  m u l t in a t io n a l  c o r p o r a t io n  w ith  o th e r  dynamic e le m e n ts  i n  t h i s  
fram ew ork, w hich h e lp s  to  d e te rm in e  th e  f u tu r e  shape  o f  th e  w o rld  
o rd e r .
J ap an . S o u th e a s t A sia  and  th e  C old War
The m ost im p o r ta n t e x t e r n a l  f a c t o r  g o v e rn in g  J a p a n 's  r o le  i n  
S o u th e a s t A sia  u n t i l  th e  l a t e  1 9 6 0 's  was th e  p o l i t i c a l  t e n s io n  betw een 
c a p i t a l i s t  and communist pow ers . Yano d e s c r ib e s  th e  C old  War a s  b e in g  
one o f  two " lu c k y  a c c id e n ts  o f  h i s to r y "  which e n a b le d  Japan  to  r e ­
e s t a b l i s h  a p re se n c e  in  S o u th e a s t  A sia  in  s p i t e  o f  d e f e a t  i n  W orld War
I I .  (The o th e r  " a c c id e n t  o f  h i s t o r y " ,  a c c o rd in g  to  Yano, was th e  
developm ent o f  a  N o rth  S ou th  problem  and th e  co n seq u en t S o u th e a s t  
A sian  demand f o r  Ja p a n e se  c a p i t a l  and te c h n o lo g y )
T ak ing  a  g e n e ra l  v iew  o f  J a p a n 's  r e l a t i o n s h i p  w ith  th e  U n ite d  
S ta te s  s in c e  1945» we can  se e  t h a t  Jap an  h a s  f i l l e d  two s im u lta n e o u s  
and c o n t r a d ic to r y  r o l e s  i n  A m e ric a 's  i n t e r n a t i o n a l  s t r a t e g y ;  one b e in g  
th e  r o le  o f  ( f i r s t  p o t e n t i a l  and  l a t e r  a c t u a l )  econom ic r i v a l  to  th e  
U .S .,  and  th e  o th e r  b e in g  th e  r o le  o f  p o l i t i c a l  a l l y .  As H a l l id a y  and  
McCormack have p o in te d  o u t ,  t h i s  d iv id e d  a t t i t u d e  to  Jap an  on th e  p a r t  
o f  U .S . governm ent and  b u s in e s s  can  be o b se rv ed  ev en  d u r in g  th e  p h ase  
o f th e  A m erican o c c u p a tio n  (1 9 4 5 -1 9 5 1 ); w h ile  c e r t a i n  A m erican b u s in e s s  
g ro u p s , p a r t i c u l a r l y  th o se  co n n ec ted  w ith  th e  t e x t i l e  and c e ra m ic s  
i n d u s t r i e s ,  p re s s e d  f o r  p u n i t iv e  m easures a g a in s t  J a p a n e se  i n d u s t r y ,  
o th e r  com panies » m a in ly  co n n ec ted  w ith  heavy  in d u s t r y ,  lo b b ie d  s u c c e s s ­
f u l l y  f o r  more l e n i e n t  p o l i c i e s  w hich would a llo w  th e  r a p id  r e v i v a l  o f
(7 )th e  Jap an ese  economy . The two c o n f l i c t i n g  s t r a n d s  i n  U .S . p o l i c y  
have p e r s i s t e d  to  th e  p r e s e n t  day , a l th o u g h  th e  im age o f  Jap an  a s  a
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r i v a l  h a s  n a t u r a l l y  s t r e n g th e n e d  a s  th e  J a p a n e se  economy expanded .
However, i t  can  be a rg u ed  t h a t  th e  p red o m in an t v iew  o f  Ja p a n  a s  a 
p o l i t i c a l  a l l y  d u r in g  th e  1 9 5 0 's  and  1 9 6 0 's , and th e  co n seq u en t su p p o rt 
f o r  J a p a n 's  econom ic re c o v e ry  and  d ev e lo p m en t, was p r im a r i ly  th e  r e s u l t  
o f  th e  te n s e  s e c u r i t y  s i t u a t i o n  i n  A s ia  d u r in g  t h i s  p e r io d .
The C old War and th e  l a t e r  developm ent o f  U .S . m i l i t a r y  commit­
m ents i n  S o u th e a s t A sia  had  s e v e r a l  im p o r ta n t  co n seq u en c es  f o r  J a p a n 's  
r o l e  in  th e  r e g io n .  F i r s t l y ,  by c a u s in g  th e  U .S . to  a s s i s t  th e  
econom ic re c o v e ry  o f  Ja p a n , i t  f a c i l i t a t e d  th e  g row th  o f  th e  Ja p a n e se  
m u l t in a t io n a l  c o rp o ra t io n s  w hich a r e  th e  s u b je c t  o f  t h i s  s tu d y .  From 
th e  U .S . p o in t  o f  v iew , J a p a n 's  r e c o v e ry  was n e c e s s a ry  n o t  o n ly  to  
p re v e n t p o l i t i c a l  i n s t a b i l i t y  i n  Jap an  i t s e l f ,  b u t a l s o  to  p ro v id e  
a  base  f o r  Am erican s e c u r i t y  o p e r a t io n s  i n  A sia  and  to  p r e s e n t  a  show­
c a se  o f  c a p i t a l i s t  econom ic developm ent w hich m igh t be o b se rv ed  and 
em u la ted  by o th e r  A sian  n a t io n s .  In  th e  words o f  P rim e M in is te r  K is h i ,  
a d d re s s in g  th e  U .S. C ongress i n  1957: "As th e  m ost ad v an ced  i n d u s t r i a l i s e d
n a t io n  in  A s ia ,  Japan  h as  a l r e a d y  shown t h a t  econom ic a n d  s o c i a l  p ro -
( q \
g r e s s  can  be a c h ie v e d  w ith o u t th e  com m unist s h o r tc u t"  , B e s id e s  
p ro v id in g  d i r e c t  r e c o n s t r u c t io n  a id  to  J a p a n , A m erican econom ic a s s i s ­
ta n c e  to o k  th e  form o f  a rra n g e m e n ts  w hich gave Ja p a n  a c c e s s  to  th e  U .S . 
m arke t w ith o u t demanding r e c i p r o c a l  t r a d e  and  in v e s tm e n t r i g h t s  f o r  
A m erican com panies i n  J a p a n . A t th e  same tim e , U .S . p ro cu rem en ts  
d u r in g  th e  Korean and V ietnam  Wars a c c e l e r a t e d  J a p a n 's  econom ic g ro w th , 
w h ile  s e c u r i t y  a rran g em en ts  betw een  Jap an  and  th e  U .S . f r e e d  th e  
J a p a n e se  governm ent from  th e  n e c e s s i t y  o f  l a r g e - s c a l e  d e fen ce  
e x p e n d i tu r e s .
The A m erican m i l i t a r y  u m b re lla  n o t  o n ly  p r o te c te d  Ja p a n  i t s e l f  
b u t a l s o  h e lp e d  to  keep th e  econom ies o f  S o u th e a s t  A s ia n  n a t io n s  open 
to  Jap an ese  t r a d e  and in v e s tm e n t .  J a p a n , h a v in g  t h e o r e t i c a l l y  renounced
2 4 2
th e  m a in ten an ce  o f  armed fo rc e s  u n d e r  A r t i c l e  9 o f  th e  p o s t-w a r  
C o n s t i t u t i o n ,  was o f  co u rse  u n ab le  to  p a r t i c i p a t e  i n  th e  S o u th e a s t  
A sia  T re a ty  O rg a n is a t io n  (SEATO) c r e a te d  in  1954. In d o n e s ia  to o  has 
av o id ed  commitment to  m i l i t a r y  a l l i a n c e s ,  p r e f e r r i n g  to  p u rsu e  an 
" in d e p e n d e n t an d  a c t iv e "  p o l ic y  o f  n o n -a lig n m e n t ( a l th o u g h  t h i s  r u b r ic  
h as  i n  p r a c t i c e  l e f t  c o n s id e ra b le  scope  f o r  v a r i a t i o n ,  from  th e  d i s ­
t i n c t l y  p ro -C h in e se  p o l i c i e s  o f  S u k a rn o 's  G uided Dem ocracy to  th e  
d i s t i n c t l y  p ro -W este rn  p o l i c i e s  o f  th e  p r e s e n t  r e g im e ) .  N e v e r th e le s s  
i t  can be a rg u e d  t h a t  s e c u r i t y  a rra n g e m e n ts  c r e a te d  l a r g e l y  u n d e r  th e  
a u s p ic e s  o f  th e  U n ite d  S ta t e s  c r e a te d  a  form  o f  co rd o n  s a n i t a i r e  
betw een In d o n e s ia  and  th e  com munist c o u n t r i e s  o f  th e  A s ia n  m a in lan d .
E q u a l ly  im p o r ta n t  was A m e ric a 's  r o l e  a s  a  s u p p l i e r  o f  a i d  to  
many S o u th e a s t  A sian  c o u n t r i e s .  D e sp ite  S u k a rn o 's  w ell-know n s u s p ic io n  
o f  W estern  a i d ,  In d o n e s ia  d id  i n  f a c t  r e c e iv e  c o n s id e r a b le  sums in  
f i n a n c i a l  a s s i s t a n c e  from  th e  U n ited  S t a t e s  and o th e r  w e s te rn  n a t io n s  
u n t i l  th e  f i n a l  phase  o f  G uided D em ocracy. Much g r e a t e r  am ounts o f 
Am erican a i d  flow ed  in t o  c o u n t r ie s  su ch  a s  T h a ila n d  and  Taiw an (w hich 
w ere among th e  f i r s t  c e n t r e s  o f  Ja p a n e se  p o s t-w a r  o v e r s e a s  in v e s tm e n t)  
an d , o f  c o u r s e ,  i n to  In d o n e s ia  a f t e r  th e  f a l l  o f  S u k a rn o . As w e ll  a s  
p ro v id in g  b i l a t e r a l  a i d ,  th e  U n ite d  S t a t e s  a l s o  a c te d  i n  c o n c e r t  w ith  
Jap an  i n  s e t t i n g  up  th e  A sian  D evelopm ent Bank ( e s t a b l i s h e d  in  1966 
to  p ro v id e  f i n a n c i a l  su p p o r t f o r  A sian  developm ent p la n s )  and  l a t e r  
i n  c r e a t in g  th e  In te r-G o v e m m e n ta l Group on In d o n e s ia  (IG G I) w hich 
h as g iv e n  l a r g e - s c a l e  econom ic su p p o r t to  th e  S u h a rto  govern m en t. A ll  
th e s e  a c t i v i t i e s  were o f  c r u c i a l  im p o rtan ce  i n  c r e a t in g  th e  n e c e s s a ry  
economic env ironm ent f o r  th e  e x p a n s io n  o f  J a p a n e se  t r a d e  w i th ,  and  
in v e s tm e n t i n .  S o u th e a s t A s ia .
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Japan  and  th e  U .S .A . In  S o u th e a s t A s ia ;  P o l i t i c a l  A l l i e s  o r  Economic 
R iv a ls?
Frcmi th e  l a t e  1960*s onw ards, how ever, U .S . a t t i t u d e s  to w ard s  
J a p a n 's  r o l e  in  A sia  began to  undergo  a  g r a d u a l  change . The im age o f  
Jap an  a s  a  p o l i t i c a l  a l l y  began to  be i n c r e a s in g ly  o v e r la id  by th e  
image o f  J a p a n  a s  an  econom ic r i v a l .
One cau se  o f  t h i s  change was u n d o u b te d ly  th e  v e ry  su c c e ss  o f  
p o l i c i e s  d e s ig n ed  to  f o s t e r  J a p a n 's  econom ic s t r e n g t h .  N ot o n ly  had  
J a p a n 's  re c o v e ry  and su b se q u en t econom ic g row th  p ro ceed ed  f a r  more 
r a p id ly  th a n  e x p e c te d  by most w e s te rn  o b s e rv e r s ,  b u t a l s o  th e  m easures 
d e s ig n ed  to  encourage econom ic t i e s  betw een  Japein an d  S o u th e a s t A s ia  
were h e lp in g  to  c r e a te  a  s i t u a t i o n  i n  w hich  Ja p a n e se  t r a d e  and in v e s t ­
m ent i n  th e  re g io n  was c a tc h in g  up w ith  o r  o v e r ta k in g  th a t  o f  th e  U .S.A . 
and th e  E uropean fo rm er c o lo n ia l  pow ers ( s e e  T ab les  5.1 and 5 .2 ) .  
A lthough  th e  o v e r t  cau se  o f  grow ing  econom ic c o n f l i c t  betw een Ja p a n  
and  o th e r developed  c o u n t r i e s  d u r in g  th e  1 9 7 0 's  h a s  been th e  in c r e a s e  
o f  Ja p a n e se  e x p o r ts  to  th e  W est, t h i s  c o n f l i c t  m ust a l s o  be  seen  a g a in s t  
th e  background o f  econom ic c o m p e tit io n  i n  T h ird  W orld m a rk e ts , in c lu d ­
in g  th o se  o f  S o u th e a s t  A s ia .  W hile J a p a n 's  s u c c e s s  in  c a p tu r in g  a  
la r g e  s h a re  o f  such  m ark e ts  can n o t be c r i t i c i s e d  a s  " u n fa i r "  by 
w e s te rn  com pan ies, i t  may be a rg u e d  t h a t  t h i s  h a s  b een  h ig h ly  dam aging 
to  l e s s  c o m p e tit iv e  w es te rn  n a t io n s  ; p e rh a p s  a lm o s t a s  dam aging a s  
th e  more c o n t r o v e r s i a l  prob lem s o f  dumping i n v i s i b l e  t r a d e  b a r r i e r s ,  
e t c .
A second cause  o f  ch an g in g  U .S . a t t i t u d e s  tow ards Jap an  a ro s e  
from  a l t e r a t i o n s  i n  th e  i n t e r n a t i o n a l  p o l i t i c a l  en v iro n m e n t, and  th e  
co n se q u e n t d e c l in e  o f  J a p a n 's  f u n c t io n  a s  a  f r o n t - l i n e  s t a t e  in  th e  
s t r u g g le  a g a in s t  communism. H ere th e  c e n t r a l  f a c t o r  was th e  f a i l u r e  
o f  U .S . s t r a t e g i e s  in  In d o -C h in a . T h is  le d  to  a  g e n e ra l  U .S . r e a c t io n  
a g a in s t  l a r g e - s c a le  o v e rse a s  m i l i t a r y  com m itm ents, and in  p a r t i c u l a r
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to  a  tu rn in g  away from  A s ia ,  in d i c a t e d  n o t  o n ly  by th e  d e c l in in g
em phasis on A sia  i n  A m erican f o r e ig n  p o l ic y  b u t  a l s o  by th e  d e c re a s in g
j o u r n a l i s t i c  and  academ ic i n t e r e s t  i n  A sian  a f f a i r s  i n  th e  U n ite d  
( q)
S t a t e s '  A t th e  same t im e , th e  f o r e ig n  exchange p rob lem s g e n e ra te d  
by A m erican e x p e n d itu re  in  V ietnam  e x a c e rb a te d  econom ic te n s io n s  
betw een Japan  and th e  U .S . ,  w h ile  th e  developm ent o f  D e te n te  and  o f  
good r e l a t i o n s  w ith  th e  P e o p le 's  R e p u b lic  o f  C h ina  weakened J a p a n 's  
s t r a t e g i c  r o l e  in  A s ia .
By th e  l a t e  1 9 7 0 's ,  t h e r e f o r e ,  th e r e  was g ro w in g  A m erican d i s ­
s a t i s f a c t i o n  w ith  th e  s i t u a t i o n  i n  non-Com m unist S o u th e a s t  A s ia :  a  
s i t u a t i o n  in  w hich J a p a n , a s  th e  dom inan t econom ic pow er, ap p e a re d  to  
d e r iv e  m ost o f  th e  b e n e f i t s  w h ile  th e  U .S .A .,  a s  th e  dom inant p o l i t i c a l  
and m i l i t a r y  pow er, a p p e a re d  to  in c u r  m ost o f  th e  c o s t s .  T hree a l t e r ­
n a t iv e  ap p ro ach es  to  th e  p rob lem  have been  p u t fo rw a rd  by academ ics  
and p o l i t i c i a n s .  The f i r s t  i s  t h a t  J a p a n  sh o u ld  in c r e a s in g ly  " s h a re  
th e  burden" o f  m i l i t a r y  r e s p o n s i b i l i t i e s  i n  A sia  by in c r e a s in g  h e r  
armed fo r c e s  to  a  s c a l e  com m ensurate w ith  h e r  econom ic s tr e n g th ^
Some s te p s  in  t h i s  d i r e c t i o n  have a l r e a d y  been  ta k e n :  Jap an  h as  
re sp o n d ed  to  U .S. p r e s s u r e s  by in c r e a s in g  d e fen c e  e x p e n d itu re  ( th o u g h  
t h i s  so  f a r  rem ain s  below  th e  p s y c h o lo g ic a l  b a r r i e r  o f  o f  GNP), and 
th e  Jap an ese  S e l f  D efence F o rc e s  have r e c e n t l y  ex te n d e d  t h e i r  r o l e  by 
ta k in g  p a r t  i n  j o i n t  e x e r c i s e s  w ith  th e  U .S .A ., A u s t r a l i a  and New 
Z ea land  in  th e  P a c i f ic ^ ^ ^ ^ .  An a l t e r n a t i v e  view  i s  t h a t  A m erica, 
h a v in g  overcome th e  i n i t i a l  r e a c t io n  to  i t s  f a i l u r e s  i n  In d o -C h in a , 
sh o u ld  now be p re p a re d  to  resum e a  more a c t i v e  r o l e ,  e co n o m ica lly  a s
( 12 )w e ll  a s  m i l i t a r i l y ,  i n  S o u th e a s t A sia  , A t h i r d  argum ent i s  t h a t ,  
g iv e n  th e  in te n s e  o p p o s i t io n  to  a  J a p a n e s e  m i l i t a r y  r e v iv a l  b o th  
w i th in  Japan  and e lse w h e re  in  A s ia ,  th e  p r e s e n t  a rran g em en t i s  in  f a c t  
th e  m ost e f f e c t i v e  one , and  sh o u ld  be c o n tin u e d  and s tr e n g th e n e d .
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A ccord ing  to  t h i s  l i n e  o f  r e a s o n in g ,  th e  A m erican g o v ern m en t, r a t h e r  
th a n  bem oaning J a p a n 's  econom ic su c c e ss  and  th e  c o s t s  o f  " d e fe n d in g  
A s ia " , sh o u ld  re c o g n is e  th e  c o n s id e ra b le  s t r a t e g i c  s ig n i f i c a n c e  o f  
J a p a n 's  a i d  and  in v e s tm e n t ,  and  sh o u ld  en cou rage  Ja p a n  to  c o n t in u e  
and expand i t s  econom ic r o l e  i n  A sia  w h ile  th e  U n ite d  S t a t e s  c o n t in u e s  
to  f u l f i l  i t s  r o l e  a s  p r i n c i p a l  m i l i t a r y  pow er i n  th e  re g io n ^
The is s u e  o f  th e  r e s p e c t iv e  r o l e s  o f  th e  U .S .A . and  Ja p a n  i n  
S o u th e a s t A sia  r a i s e s  two im p o r ta n t q u e s t io n s .  The f i r s t  q u e s t io n  
i s  w h e th er econom ic pow er can be s e p a ra te d  from  m i l i t a r y  pow er. As 
a l r e a d y  in d i c a te d  ( s e e  C h a p te r  5) m ost modern th e o r i e s  o f  im p e r ia l is m  
r e s t  on th e  a ssu m p tio n  t h a t  th e  o v e rs e a s  s p re a d  o f  a  n a t i o n 's  econom ic 
i n t e r e s t s  w i l l  i n e v i t a b l y  p roduce a  c o rre sp o n d in g  s p re a d  o f  p o l i t i c a l  
and m i l i t a r y  com m itm ents a b ro a d . In d eed , a s  Andrew Mack h as  o b se rv e d , 
th e  p r in c i p a l  c o n c e rn  o f  m ost p o s t-w a r  W estern  t h e o r i s t s  o f  im p e r ia l is m  
h as  been  to  s e e k  econom ic e x p la n a t io n s  f o r  th e  v a r io u s  m i l i t a r y  and 
p o l i t i c a l  in t e r v e n t i o n s  c a r r i e d  o u t  by th e  U n ite d  S t a t e s  in  th e  T h ird
( 14 )W orld . In  J a p a n , we s e e  an  exam ple o f  a  c o u n try  w hich  h a s  a c h ie v e d  
th e  s t a t u s  o f  a  m a jo r econom ic w orld  power w ith o u t l a r g e - s c a l e  
m i l i t a r y  deve lo p m en t. The q u e s t io n  w hich rem a in s  i s  w h e th e r  t h i s  can  
be any  more th a n  a  tem p o ra ry  s i t u a t i o n  -  a  r e f l e c t i o n  o f  th e  tim e w hich 
i t  ta k e s  f o r  p o l i t i c a l  and  m i l i t a r y  r e a l i t i e s  to  a d j u s t  th e m se lv e s  to  
new econom ic r e a l i t i e s  -  o r  w h e th e r Japan  can  p rove  to  be an  e x c e p tio n  
to  g e n e r a l i s a t io n s  on th e  co rresp o n d en ce  o f  m i l i t a r y  and econom ic pow er.
P r e s e n t  t r e n d s  s u g g e s t  t h a t  th e  grow th  o f  J a p a n e s e  econom ic power 
in  A sia  i s  i n  f a c t  b e in g  fo llo w e d  by a  more g ra d u a l  g row th  o f  J a p a n 's  
m i l i t a r y  r o l e  in  th e  r e g io n .  T h is  i s  in d i c a te d  n o t o n ly  by th e  f a c t  
t h a t  J a p a n 's  m i l i t a r y  e x p e n d itu re  i s  g row ing  more r a p i d l y  th a n  t h a t  o f  
any o th e r  OECD c o u n try  (th o u g h  from a  s m a l le r  b ase) b u t a l s o  by th e  
g r a d u a l ly  e x te n d in g  scope  o f  J a p a n 's  m i l i t a r y  r e s p o n s i b i l i t i e s  -  in c lu d ­
in g  th e  c a u t io u s  developm ent o f  l i n k s  w ith  armed f o r c e s  in  o th e r  A sian
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( 15)c o u n t r ie s  su ch  a s  In d o n e s ia  H owever, i t  would be a n  o v e r­
s im p l i f i c a t i o n  to  assume t h a t  J a p a n  i s  m e re ly  ta k in g  o v e r  A m e r ic a 's  
m i l i t a r y  r o l e  i n  A s ia .  B ecause o f  th e  s t r o n g  i n h i b i t i o n s  a g a i n s t  
m i l i t a r y  power i n  J a p a n , th e  le s s o n s  %diich have been  l e a m t  from  
A m e ric a 's  m is ta k e s  i n  In d o -C h in a , an d  ch a n g in g  c irc u m s ta n c e s  in  A sia  
and th e  r e s t  o f  th e  w o rld , th e  p o l i t i c a l  and  m i l i t a r y  r o l e  w hich  Jap an  
d evelops i n  E a s t  and  S o u th e a s t  A s ia  i s  l i k e l y  to  be  c o n s id e r a b ly  
d i f f e r e n t  from  th e  r o le s  o f  o th e r  g r e a t  pow ers , and  o f  J a p a n  h e r s e l f ,  
in  th e  p a s t .
I n  th e  f i r s t  p la c e ,  f u tu r e  Ja p a n e se  s t r a t e g i e s  i n  A s ia  w i l l  
p ro b a b ly  c o n tin u e  to  p la c e  c o n s id e ra b le  em phasis on econom ic a s p e c t s , 
p a r t i c u l a r l y  a i d .  The s e c u r i t y  s ig n i f i c a n c e  o f  econom ic a s s i s t a n c e  
h as  lo n g  been a  p o w erfu l c o n s id e r a t io n  i n  th e  m inds o f  Jap an ese  
p o l i t i c i a n s  and a d m in i s t r a t o r s .  T h is  h a s  been  v e ry  im p o r ta n t  i n  
J a p a n 's  r e l a t i o n s  w ith  th e  l e s s  d ev e lo p ed  c o u n t r ie s  o f  S o u th e a s t  A s ia  
w here , a s  Yano h a s  w r i t t e n ,  th e  p e r c e p t io n  t h a t  "any  t h r e a t  to  t h e i r  
s e c u r i t y  comes n o t  from  o u t s id e ,  b u t from  dom estic  s o u r c e s ,  i s  
p a r t i c u l a r l y  e a sy  f o r  J a p a n e se  to  u n d e rs ta n d  and  to  a g re e  w i th " ^ ^ ^ \
A second  a s p e c t  o f  J a p a n 's  f u tu r e  r o l e  i n  A sia  i s  t h a t  i t  i s  l i k e l y  
to  be b ased  on c o - o p e r a t iv e  econom ic, p o l i t i c a l  and  s e c u r i t y  a r r a n g e ­
m ents em bracing  th e  U n ite d  S t a t e s ,  A u s t r a l i a  and New Z ea lan d  a s  w e ll  
a s  o th e r  E a s t and  S o u th e a s t A sia n  c o u n t r i e s .  The Ja p a n e se  d e s i r e  to  
prom ote such  fo rm s o f  c o -o p e ra t io n  (w hich w i l l  be d is c u s s e d  i n  more 
d e t a i l  below ) can  a g a in  be seen  a s  r e f l e c t i n g  a  c a u t io u s  ap p ro ac h  to  
th e  assu m p tio n  o f  o v e rs e a s  p o l i t i c a l  r e s p o n s i b i l i t i e s .
T hese two em phases i n  J a p a n 's  s e c u r i t y  p o l i c i e s  have been  
c l e a r l y  e x p re s s e d  in  a  number o f  r e c e n t  r e p o r t s  by o f f i c i a l  and  
u n o f f i c i a l  r e s e a r c h  g roups in  Jap an . I n  1976, th e  non-governm ent& l 
Economic S tudy  S e c u r i ty  Group p u b lish e d  recom m endations on th e  need  
f o r  Jap an  to  s t r e n g th e n  and defend  i t s  "econom ic b o rd e r " .  P r in c ip a l
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am ongst i t s  p ro p o s a ls  w ere s u g g e s t io n s  f o r  th e  c r e a t io n  o f  a  f r e e
t r a d e  zone o r  f r e e  yen zone i n  A sia  and  th e  in c re a s e d  s t r a t e g i c  u se  o f  
( l7 )a i d '  , The fo llo w in g  y e a r  th e  i n f l u e n t i a l  Nomura R e se a rc h  G ro u p 's  
I n t e r n a t io n a l  E nvironm ent and  J a p a n 's  G rand S t r a te g y  f o r  th e  2 1 s t  
C en tu ry  w h ile  a c c e p t in g  th e  n eed  to  "fo rm  a  n a t io n a l  co n sen su s  on th e  
d e fen ce  problem  by a ro u s in g  th e  p e o p le 's  i n t e r e s t  i n  and g a in in g  t h e i r  
u n d e rs ta n d in g  and su p p o r t o f  th e  d e fen c e  problem " p u t fo rw ard  th e  
fo llo w in g  m easures a s  s u i t a b l e  re s p o n s e s  to  U .S. demands f o r  an  
in c re a s e d  Jap an ese  m i l i t a r y  r o l e  in  A s ia :
" ( a )  Jap an  sh o u ld  p ro v id e  c o - o p e r a t io n  th ro u g h  i t s  S e l f -  
D efence F o rces  and  o f f i c e r s  f o r  th e  m a in tenance  o f  
peace by th e  U n ite d  N a tio n s  o r
(b )  Jap an  sh o u ld  p a r t i c i p a t e  i n  p o l i t i c a l  o r  econom ic 
a c t i v i t i e s  t h a t  w i l l  i n d i r e c t l y  c o n t r ib u te  to  th e  
prom otion  o f  s e c u r i t y  in  th e  A s ia - P a c i f i c  a r e a .  Such 
p o l i t i c a l  a c t i v i t i e s  sh o u ld  in c lu d e
1. an in te rm e d ia ry  r o l e  f o r  th e  p rom otion  o f  
p e a c e fu l  c o - e x is te n c e  o r  c o -o p e ra t iv e  r e l a t i o n s  
betw een ASEAN and  th e  th r e e  In d o -c h in e se  
c o u n t r ie s  ;
2 . an  in te rm e d ia ry  r o l e  to  prom ote p e a c e fu l  co­
e x is te n c e  and c o n c i l i a t i o n  betw een N o rth  and 
S outh  K orea;
3 . economic a s s i s t a n c e  to  s u p p o r t  th e  developm ent 
o f  ASEAN w hich i s  to  become a  n u c le a r  ( s i c )  o f  
th e  P a c i f i c  com m unity;
4 . m u l t i l a t e r a l  a s s i s t a n c e  t o  A sian  n a t io n s  th ro u g h  
th e  A s ia  D evelopm ent Bank; an d
5 . p re p a re d n e ss  t o  pay th e  c o s t  o v e r  a  lo n g  p e r io d  
to  prom ote th e  e v e n tu a l  fo rm a tio n  o f  th e  A s ia -  
P a c i f i c  a r e a " ( 1 .
C u rre n t d ev e lo p m en ts , i n  o th e r  w o rd s , would seem to  s u p p o r t  th e  
id e a  t h a t  th e  developm ent o f  Ja p a n  a s  an  econom ic power an d  th e  o v e rse a s  
sp re a d  o f  Jap an ese  m u l t in a t io n a l  e n t e r p r i s e s  w i l l  cau se  Jap an  to  assume 
an  in c r e a s in g ly  im p o rta n t p o l i t i c a l  and s t r a t e g i c  r o le  i n  w orld  a f f a i r s  
and p a r t i c u l a r l y  i n  th e  S o u th e a s t  A sia  r e g io n  where some o f  h e r  m ain
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economic I n t e r e s t s  l i e .  A t th e  same t im e , how ever, th e y  a l s o  s u g g e s t 
t h a t  the  p r e c is e  n a tu re  o f  t h i s  p o l i t i c a l  and s t r a t e g i c  r o l e  w i l l  be 
shaped n o t  o n ly  by J a p a n 's  p r e s e n t  econom ic c irc u m s ta n c e s  b u t  a l s o  by 
e x te r n a l  p o l i t i c a l  f a c t o r s  and  by th e  le g a c y  o f  le s s o n s  l e a m t  from  
J a p a n 's  own r e c e n t  h i s t o r y .
The second q u e s t io n  r a i s e d  by J a p a n e s e  and U .S . a c t i v i t i e s  in  
S o u th e a s t A sia  a l s o  c o n c e rn s  th e  im p a c t o f  th e  m u l t in a t io n a l  c o r p o r a t io n  
on w o rld  a f f a i r s .  T h is  q u e s t io n  i s  w h e th e r  th e  grow th  o f  th e  m u l t i ­
n a t io n a l  prom otes c o - o p e r a t io n  o r  r i v a l r y  betw een th e  p r i n c i p a l  f o r e ig n -  
in v e s t in g  c o u n t r i e s .  The th e o ry  t h a t  th e r e  i s  grow ing c o -o p e ra t io n  
betw een th e  d ev eloped  c e n t r e s  o f  m u l t in a t io n a l  b u s in e s s  was s t r o n g ly
a rg u ed  by S tephen  Hymer i n  h i s  "The M u lt in a t io n a l  C o rp o ra tio n  and  th e
(19)Law o f  Uneven D evelopm ent" . H ere Hymer su g g e s te d  t h a t ,  a l th o u g h  
th e re  w i l l  be f i e r c e  i n t e r n a t i o n a l  c o m p e ti t io n  i n  th e  i n i t i a l  s ta g e s  when 
m u l t in a t io n a l s  a re  p re d o m in a n tly  b a se d  i n  t h e i r  home t e r r i t o r i e s ,  th e  
g ra d u a l in t e r p e n e t r a t i o n  o f  n a t io n a l  econom ies w i l l  p roduce grow ing  co­
o p e ra t io n  betw een d ev e lo p ed  c o u n t r i e s ,  le a d in g  e v e n tu a l ly  to  th e  c r e a t io n  
o f  a  c o n s t e l l a t i o n  o f  c lo s e ly  l in k e d  m e tr o p o l i ta n  c e n t r e s  whose b u s in e s s e s  
w i l l  j o i n t l y  c o n t ro l  a  h ie r a r c h y  o f  p e r ip h e r a l  r e g io n s .  On th e  o th e r  hand 
w r i t e r s  such  a s  R o b ert G i lp in  have te n d e d  to  fo llo w  th e  n e o - m e r c a n t i l i s t  
argum ent t h a t  f o r e ig n  in v e s tm e n t c a u s e s  in c r e a s in g  r i v a l r y  am ongst th e  
le a d in g  i n d u s t r i a l i s e d  n a t io n s ,  and th u s  in c r e a s in g  i n t e r n a t i o n a l  te n s io n ^  
A s im i l a r  l i n e  o f  r e a s o n in g  h a s  been  ta k e n  to  even g r e a t e r  ex trem es  by 
th e  S o v ie t  academ ic V ik to r  Dybov, who h a s  w r i t t e n :
" .  . . b y  th e  e a r ly  1 9 7 0 's  th r e e  m ain c e n t r e s  o f  i m p e r i a l i s t  
r i v a l r y  had  c l e a r l y  em erged: th e  U .S .A ., W este rn  Europe and 
Ja p a n . C o m p e titio n  betw een them i s  becom ing in c r e a s in g ly  keen  
and m e rc i le s s  p a r t l y  due to  th e  g row ing  m igh t o f  th e  m u l t i ­
n a t io n a l  m o n o p o l ie s 'l l ) ,
As i s  so  o f te n  th e  c a s e ,  a  s tu d y  o f  th e  r o l e s  o f  U .S . and Ja p an ese  
m u l t in a t io n a l  c o rp o ra t io n s  in  S o u th e a s t A s ia  p ro v id e s  e v id e n c e  w hich 
m igh t be u sed  to  su p p o r t e i t h e r  a rg u m en t. On th e  one h an d , th e re  have 
been a  grow ing number o f  in s ta n c e s  w here Ja p a n e se  com panies have o b ta in e d  
m in o r ity  h o ld in g s  in  U .S . f o r e ig n  in v e s tm e n t p r o j e c t s ,  orw here Jap an ese  
and A m erican m u l t in a t io n a l  c o r p o r a t io n s  have c o -o p e ra te d  i n  s e t t i n g  up 
o v e rse a s  v e n tu re s .  In  I n d o n e s ia ,  exam ples o f  t h i s  ty p e  o f  a c t i v i t y  may 
be seen  i n  th e  c a se s  o f  F re e p o r t  S u lp h u r 's  E r tz b e rg  co p p er m ine, in  which 
a  co n so rtiu m  o f Jap an ese  com panies h as  a  13^ s h a re h o ld in g ,  and o f  th e  
A ru n  and Badak LNG p r o j e c t s .  Jap an ese  m u l t in a t io n a l  com panies have a l s o
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c o -o p e ra te d  w ith  U .S . o i l  m ajo ra  i n  th e  c r e a t io n  o r  e x te n s io n  o f  i n v e s t -
( 2 2 )m ent p r o j e c t s  in  I n d o n e s ia ' T h i s ,  to g e th e r  w ith  th e  g row th  o f  c r o s s -
in v e s tm e n t by Jap an ese  com panies i n  th e  U .S .A . and  by A m erican com panies 
i n  J a p a n , m igh t be se e n  a s  a  s ig n  o f  in c r e a s in g  c o - o p e r a t io n  betw een 
m u l t in a t io n a l  c o r p o r a t io n s  r e g a r d l e s s  o f  n a t io n a l  o r i g i n .  On th e  o th e r  
h a n d , a s  has a l r e a d y  been m e n tio n ed , th e  s u c c e s s  o f  J a p a n e se  com pan ies 
i n  c a p tu r in g  T h ird  W orld m a rk e ts  by e x p o r ts  and by f o r e ig n  in v e s tm e n t 
h a s  l e d  to  an  u n d e n ia b le  in c r e a s e  i n  econom ic c o n f l i c t  betw een  Ja p a n  and 
o th e r  d ev e lo p ed  n a t io n s ,  in c lu d in g  th e  U n ited  S t a t e s .
H ere a g a in  i t  may be co n d lu d ed  th a t  i t  i s  n o t th e  e x i s t e n c e  o f  th e  
m u l t in a t io n a l  c o rp o ra t io n  in  i t s e l f  w hich in e v i t a b l y  le a d s  e i t h e r  to  
c o -o p e ra t io n  o r  to  r i v a l r y  am ongst th e  advanced  i n d u s t r i a l  n a t io n s .
The d e c i s iv e  f a c t o r  i s  r a t h e r  th e  i n t e r a c t i o n  o f  th e  m u l t in a t io n a l  sp re a d  
o f  b u s in e s s  w ith  th e  ch an g in g  p o l i t i c a l  and economic en v iro n m en t i n  
w hich i t  o p e r a te s .  In  th e  1930*s, a s  we have s e e n , th e  e a r l y  d e v e lo p ­
m ent o f  m u l t in a t io n a l  com panies c o in c id e d  w ith  and i n t e n s i f i e d  th e  d i v i ­
s io n  o f  th e  w o rld  i n to  com peting  econom ic b lo c s .  Prom 1945 u n t i l  th e  
1970*s th e  l i b e r a l i s a t i o n  o f  w o rld  t r a d e ,  th e  developm ent o f  i n t e r ­
n a t io n a l  com m unica tions, th e  a s p i r a t i o n s  o f  T h ird  W orld c o u n t r i e s  f o r  
r a p id  i n d u s t r i a l i s a t i o n ,  a n d , from  I960 onw ard, d e c l in in g  m i l i t a r y  
te n s io n s  betw een E a s t and W est, a l l  f a c i l i t a t e d  th e  e x p a n s io n  o f  th e  
m u l t in a t io n a l  c o r p o r a t io n ,  an d  i t  seemed re a s o n a b le  to  e x p e c t t h a t  
t h i s  e x p an s io n  would i n  tu r n  h e lp  to  prom ote th o s e  t r e n d s  in  w o rld  
a f f a i r s  w hich w ere so f a v o u ra b le  to  th e  grow th  o f  i n t e r n a t i o n a l  
b u s in e s s .  A t p r e s e n t ,  how ever, th e r e  a p p e a rs  to  be a renew ed te n d en cy  
to  econom ic re g io n a lis m . A lth o u g h  p o l i t i c a l  f a c t o r s  a r e  a  m a jo r c a u s e ,  
t h i s  t r e n d  can  a l s o  be s e e n  to  some e x te n t  a s  an  u n in te n d e d  consequence  
o f  th e  m u l t in a t io n a l  s p re a d  o f  b u s in e s s .  I n  p a r t i c u l a r ,  th e  t r a n s f e r  
o f  b a s ic  i n d u s t r i e s  from Ja p a n  and  o th e r  i n d u s t r i a l i s e d  n a t io n s  to  
low-wage c o u n t r ie s  such  a s  th o s e  o f  E a s t and S o u th e a s t A s ia  h as  
c r e a te d  s e v e re  i n d u s t r i a l  p rob lem s i n  th e  l e s s  dynamic d ev e lo p ed  
c o u n t r ie s  in c lu d in g  th e  U n ite d  S t a t e s  i t s e l f .  The t r a n s f e r  o f i n d u s t r i e s  
h as  a t  th e  same tim e s t im u la te d  th e  developm ent o f  new, more s o p h is ­
t i c a t e d  te c h n o lo g ie s  which a re  h av in g  p ro fo u n d  e f f e c t s  on th e  i n t e r ­
n a t io n a l  econom ic o rd e r .  B ecause th e  p ro g re s s  from  econom ies dom inated  
by o ld e r  s t e e l  and p e tro le u m -b a se d  heavy  i n d u s t r i e s  to  econom ies 
dom inated  by newer h ig h - te c h n o lo g y  i n d u s t r i e s  i s  n o t ta k in g  p la c e  a t
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an even  r a t e  th ro u g h o u t th e  d ev e lo p ed  w o rld , econom ic r i v a l r y  and  
f r i c t i o n  a re  in c r e a s in g  and  th e r e  a r e  g row ing  demands f o r  p r o t e c t i o n i s t  
p o l i c i e s  in  many i n d u s t r i a l i s e d  n a t io n s .  The p rob lem s c r e a te d  by t h i s  
econom ic t r a n s i t i o n  a r e  a g g ra v a te d  b ecau se  th e y  c o in c id e  w ith  changes 
in  th e  p o l i t i c a l  o r d e r ,  from  a  system  c e n t r e d  a ro u n d  two r i v a l  s u p e r ­
powers -  th e  U n ite d  S t a t e s  and th e  S o v ie t  Union -  to  a  m u l t i - p o l a r  
w o rld .
As a  consequence o f  th e s e  developm en ts J a p a n e se  m u l t in a t io n a l  
com pan ies, whose lo n g - te rm  i n t e r e s t s  w ould seem to  be b e s t  s e rv e d  by 
an  open and l i b e r a l  w orld  econom ic sy s tem , may f in d  t h e i r  a c t i v i t i e s  
r e s t r i c t e d  by econom ic c o n f l i c t s  am ongst th e  d ev e lo p ed  n a t io n s ,  and th e  
J a p a n e se  governm en t, d e s p i t e  i t s  a n x ie ty  to  m a in ta in  an  " o m n id ire c tio n a l"  
app ro ach  to  w orld  a f f a i r s ,  may f in d  i t s e l f  o b lig e d  to  d e v e lo p  in c r e a s ­
in g ly  c lo s e  and fo rm a l l i n k s  w ith  o th e r  A sia n  and P a c i f i c  rim  n a t io n s .
The Q u es tio n  o f  C h ina
A f u r t h e r  exam ple o f  th e  in f lu e n c e  o f  th e  e x t e r n a l  p o l i t i c a l  and 
s t r a t e g i c  env ironm en t on th e  a c t i v i t i e s  o f  th e  m u l t in a t io n a l  may be 
found  i n  th e  h i s t o r y  o f  J a p a n 's  r e l a t i o n s  w ith  th e  P e o p le 's  R ep u b lic  
o f  C h ina . B e s id e s  i t s  d i r e c t  in f lu e n c e  on th e  g ro w th  o f  econom ic t i e s  
betw een Ja p a n  and  S o u th e a s t  A sia  (d is c u s s e d  a b o v e ) , th e  C o ld  War a l s o  
had th e  im p o r ta n t  consequence o f  b lo c k in g  th e  developm ent o f  r e l a t i o n s  
w ith  C h ina . In  o rd e r  to  u n d e rs ta n d  th e  s ig n i f i c a n c e  o f  t h i s ,  i t  i s  
n e c e s s a ry  to  remember J a p a n 's  g r e a t  dependence on th e  C h in e se  m arke t 
i n  th e  p re -w a r  p e r io d  -  i n  1939 a lm o st 50^ o f  J a p a n 's  e x p o r ts  had gone
to  C hina ( in c lu d in g  Kwantung and  M an ch u ria ), w h ile  th e  same a re a  had
r ( 23 )acc o u n ted  f o r  a b o u t 23^ o f  J a p a n 's  im p o rts  , However, one o f  th e
c o n d i t io n s  a t ta c h e d  to  th e  s ig n in g  o f th e  San F ra n c is c o  P eace T re a ty
w hich ended th e  A m erican o c c u p a tio n  o f Jap an  was t h a t  J a p a n  sh o u ld
su p p o rt A m erican p o l ic y  tow ards C h ina . In  1952 J a p a n  re c o g n is e d  th e
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Chlang K ai Shek regim e i n  T aiw an, and a l th o u g h  in  1962 a  t r a d e  a g re e ­
ment was s ig n e d  w ith  th e  P e o p le 's  R e p u b lic , econom ic r e l a t i o n s  rem ained  
a t  a  v e ry  low le v e l  u n t i l  1972. ( i n  1970 on ly  yfo o f  Ja p a n e se  e x p o r ts  
went to  M ain land  C hina)
Some Ja p an ese  b u s in e s s  i n t e r e s t s  c o n tin u e d  to  lo b b y  f o r  c l o s e r  
l i n k s  w ith  C hina d u r in g  th e  1 9 5 0 's  and 1 9 6 0 's ,  b u t th e  p r i n c i p a l  f a c t o r s  
b eh in d  th e  sudden change o f  Ja p an ese  p o l ic y  in  th e  1 9 7 0 's  w ere ones 
over w hich Ja p a n e se  m u l t in a t io n a l  com panies had  l i t t l e  d i r e c t  c o n t r o l .
The f i r s t  was th e  w eakening p o s i t i o n  o f th e  U n ited  S t a t e s  i n  i n t e r ­
n a t io n a l  a f f a i r s ,  w hich le d  to  a  more f l e x i b l e  A m erican a t t i t u d e  to  
communist c o u n t r i e s ,  and th u s  paved th e  way f o r  P r e s id e n t  N ix o n 's  
v i s i t  to  P ek ing  i n  1972, The second was th e  S in o -S o v ie t  s p l i t ,  and  
th e  grow ing  te n s io n  betw een C hina and th e  S o v ie t  Union a s  th e  w ar in  
Indo -C h ina  e n te re d  i t s  f i n a l  p h a s e s . T h is  te n s io n  made C h in a 's  p o l i ­
t i c a l  le a d e r s  in c r e a s in g ly  a n x io u s  to  o b ta in  new f r i e n d s  a b ro a d , and  
to  seek  new so u rc e s  o f  f i n a n c i a l  and t e c h n ic a l  a s s i s t a n c e  f o r  in d u s ­
t r i a l  m o d e rn is a tio n  and developm ent.
In  Septem ber 1972 Prim e M in is te r  Tanaka v i s i t e d  C h in a , and nego­
t i a t i o n s  f o r  th e  s ig n in g  o f  a  peace t r e a t y  w ith  th e  P e o p le 's  R e p u b lic  
b egan , (N e ith e r  C hina n o r  th e  S o v ie t  Union had s ig n e d  th e  San F ra n c is c o  
T re a ty  o f  1951 w hich fo rm a lly  ended J a p a n 's  s t a t e  o f  h o s t i l i t y  w ith  th e  
o th e r  A l l ie d  p o w ers). A lthough  n e g o t ia t io n s  on th e  T re a ty  p ro ceed ed  
s lo w ly , T a n a k a 's  v i s i t  paved th e  way f o r  th e  r a p id  ex p an s io n  o f  
econom ic t i e s  betw een th e  two c o u n t r i e s .  Between 1972 and 1977 
Ja p a n e se  e x p o r ts  to  C hina grew  from  j u s t  o v e r ^  600 m i l l io n  to  a lm o s t 
^  2 ,0 0 0  m i l l io n ,  w h ile  im p o rts  ro s e  to  /él500 m i l l i o n ^ ^ ^ \  In  
F e b ru a ry  1978 a  Long Term T rade C o n tra c t  betw een Ja p a n  and C hina was 
s ig n e d  in  P ek in g , and in  A ugust o f  th e  same y e a r  th e  lo n g -a w a ite d  
T re a ty  o f  Peace and F r ie n d s h ip  was a l s o  s ig n e d . To mark th e  r a t i f i c a t i o n
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o f  th e  T re a ty ,  th e  C h inese  V ic e - P r e s id e n t  Teng S h ia o -p in g  (Deng X iaop ing ) 
v i s i t e d  Jap an  in  1978 and  met a  num ber o f  p ro m in en t J a p a n e se  b u s in e s s  
l e a d e r s .  In  December 1979 P rim e M in is te r  O h ira  p a id  a  r e tu r n  v i s i t  to  
C h ina , b r in g in g  w ith  him p ro m ise s  o f  1 .5  b i l l i o n  i n  c o n c e s s io n a ry  
yen lo a n s  to  C hina d u r in g  th e  e a r l y  to  m id 1 9 8 0 's ^ ^ ^ \
F o r  Jap an ese  m u l t in a t io n a l  com p an ies , th e  r e - e s ta b l i s h m e n t  o f  
r e l a t i o n s  w ith  C hina h a s  b ro u g h t n o t  o n ly  a  g e n e ra l  in c r e a s e  i n  t r a d e  
b u t a l s o  g r e a t ly  e n la rg e d  o p p o r tu n i t i e s  f o r  th e  s a l e  o f  p la n t  and 
te c h n o lo g y . In  1978 a lo n e  c o n t r a c t s  w ere s ig n e d  f o r  th e  c o n s t r u c t io n  
o f  a  s t e e l  p la n t  i n  S h an g h a i by S h in  N ihon S e i t e t s u  (New Japan  S t e e l ) ,  
th e  e x p o r t o f  c o lo u r  TV p la n t s  to  C h ina by T o sh ib a  and H i ta c h i ,  and  th e  
s e t t i n g  up o f  e th y le n e  m a n u fa c tu r in g  f a c i l i t i e s  by N ik k i and o f  s y n th e t i c  
l e a t h e r  m a n u fa c tu rin g  by th e  t e x t i l e s  f irm  K u ra e h ik i Hayon. T hese  con­
t r a c t s  a r e  b e l ie v e d  to  be w o rth  a b o u t ^  3 b i l l i o n  to  th e  Ja p a n e se  com-
(27)p a n ie s  co n c e rn e d ' ' .
The re le v a n c e  o f  th e s e  e v e n ts  f o r  th e  r o le  o f  Ja p a n e se  m u l t i ­
n a t io n a l s  i n  S o u th e a s t A s ia  may n o t  im m ed ia te ly  be a p p a re n t .  B ut i t  
sh o u ld  be em phasised t h a t  t h e r e  h a s  been  a  c lo s e  c o n n e c tio n  betw een 
J a p a n 's  r e l a t i o n s  w ith  C h in a  and  h e r  r e l a t i o n s  w ith  S o u th e a s t  A s ia  in  
r e c e n t  d e c a d e s . I n  p a r t i c u l a r ,  th e  l o s s  o f  econom ic t i e s  w ith  C hina 
i n  th e  im m ediate p o s t-w a r  p e r io d  was an  im p o r ta n t s t im u lu s  to  th e  
developm ent o f  t r a d e  w ith  and  in v e s tm e n t in  th e  S o u th e a s t  A sian  r e g io n .  
The f a c t  t h a t  J a p a n 's  p o l i t i c a l  le a d e r s  p e rc e iv e  a  p rob lem  in  b a la n c in g  
t h e i r  r e l a t i o n s  w ith  C h ina a g a i n s t  th o se  w ith  S o u th e a s t A s ia  i s  c l e a r  
from t h e i r  many s ta te m e n ts  on th e  s u b je c t .  F o r exam ple. P rim e M in is te r  
O h ira  and  F o re ig n  M in is te r  O k ita  w ere a n x io u s  to  em phasise  t h a t  th e  
1979 o f f i c i a l  v i s i t  to  P ek in g  and th e  p rom ise  o f  l a r g e - s c a l e  co n ces­
s io n a ry  lo a n s  to  C h in a , d id  n o t  a f f e c t  J a p a n 's  commitment to  ASEAN.
These re a s s u ra n c e s  were backed  by th e  announcem ent o f  a  Y 55 b i l l i o n  
lo a n  to  In d o n e s ia  in  th e  same week a s  th e  announcem ent o f a id  a g re e ­
m ents w ith  C h in a^^ ® \
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Many S o u th e a s t A sian  p o l i t i c i a n s  and b u sin essm en  f e a r  t h a t  J a p a n 's  
new f r ie n d s h ip  w ith  C hina may a f f e c t  t h e i r  c o u n t r i e s  i n  th r e e  w ays. 
F i r s t l y ,  i t  may draw Ja p a n e se  a i d  and  in v e s tm e n t away from  th e  S o u th -
( 2 9 )e a s t  A sian  r e g io n  . T h is  i s  a  d i f f i c u l t  s u b je c t  to  a s s e s s ,  b eca u se  
i t  in v o lv e s  a ssu m p tio n s  a b o u t w hat w ould have happened  i f  Jap an  h ad  n o t 
expanded h e r  econom ic t i e s  w ith  C h in a . So f a r  th e r e  i s  l i t t l e  ev id en ce  
o f  an a b s o lu te  d e c l in e  i n  Ja p a n e se  a i d ,  t r a d e  o r  in v e s tm e n t i n  S o u th e a s t  
A s ia . On th e  o th e r  h an d , many Ja p a n e se  com panies a r e  c l e a r l y  e n t h u s i a s t i c  
ab o u t th e  p o t e n t i a l  f o r  e n la rg e d  econom ic r e l a t i o n s  w ith  C h in a . Not 
only  does th e  economic developm ent o f  C hina p r e s e n t  th e  p ro s p e c t  o f  a 
v a s t  m a rk e t f o r  e x p o r ts  and a  r i c h  so u rc e  o f  c e r t a i n  raw  m a te r ia l  o r  
sem i-m an u fac tu red  im p o r ts ,  b u t a l s o ,  by c o n t r a s t  w ith  m ost S o u th e a s t 
A sian n a t io n s ,  C hina to d a y  a p p e a rs  to  p r e s e n t  a  p i c tu r e  o f  co m p ara tiv e  
p o l i t i c a l  s t a b i l i t y  and s o c i a l  d i s c i p l i n e .  T here  a r e  a l s o  th e  advan­
ta g e s  o f  lo n g  h i s t o r i c a l  and  c u l t u r a l  t i e s  betw een Ja p a n  and C h in a , 
which u n d o u b te d ly  c o lo u r  p o p u la r  J a p a n e se  a t t i t u d e s  to w ard s  C h in a . I t  
seems p o s s i b le ,  th e r e f o r e ,  t h a t  th e  g row th  o f  a  Ja p a n e se  econom ic s ta k e  
i n  C hina may le a d  to  a  r e l a t i v e ,  though  p e rh a p s  n o t  an  a b s o lu t e ,  d im inu­
t i o n  o f  S o u th e a s t A s i a 's  p o s i t i o n  i n  J a p a n 's  e x te r n a l  econom ic r e l a t i o n s .
One i s s u e  o f  p a r t i c u l a r  co n ce rn  to  In d o n e s ia  i s  th e  q u e s t io n  o f
o i l .  An e a r l y  im p e tu s  b eh in d  th e  r e - e s ta b l i s h m e n t  o f  t r a d in g  l i n k s  
w ith  C hina was p ro v id e d  by th e  b e l i e f  ( p a r t i c u l a r l y  i n  J a p a n 's  M in is try  
o f  I n t e r n a t io n a l  T rade and D evelopm ent) t h a t  C h in a 's  l a r g e  o i l  s u p p l ie s  
m ight o f f e r  a  s o lu t io n  to  J a p a n 's  c h ro n ic  e n e rg y  p ro b lem s. From 
In d o n e s ia 's  p o in t  o f  v iew , t h i s  r a i s e d  th e  s p e c t r e  o f  th e  l o s s  o f  th e  
c o u n t r y 's  m ain o i l  m arket to  C h in e se  c o m p e t i t i o n ^ I n  f a c t ,  e v e n ts  
have p roved  t h a t  b o th  Ja p a n e se  hopes and In d o n e s ia n  f e a r s  w ere e x a g g e ra te d , 
The in c re a s e  o f  J a p a n 's  o i l  im p o r ts  from  C hina may have been one f a c t o r  
i n  th e  s ta g n a n t  demand f o r  In d o n e s ia n  o i l  i n  th e  m id -1 9 7 0 's ,  b u t  by
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1978 C h ina s t i l l  s u p p lie d  o n ly  3 .2 ^  o f  J a p a n 's  o i l  n e e d s , w h ile  
In d o n e s ia  s u p p lie d  1 2 .9 ^^ ^^ \  The main re a s o n  f o r  t h i s  h a s  been  th e  
q u a l i ty  o f  C h in ese  o i l ,  w hich i s  s u b s t a n t i a l l y  h e a v ie r  th a n  t h a t  
p re v io u s ly  im p o rte d  by J a p a n . A l a r g e - s c a l e  in c r e a s e  i n  dependence on 
C hinese o i l  would make i t  n e c e s s a ry  to  a d a p t e x i s t i n g  r e f i n i n g  f a c i l i t i e s ,
(32 )and i s  t h e r e f o r e  n o t fav o u red  by th e  Ja p a n e se  o i l  in d u s t r y  . The 
c o n tin u in g  Ja p a n e se  demand f o r  In d o n e s ia n  o i l  h as  been  em p hasised  by 
th e  m a jo r  new p ro d u c t io n - s h a r in g  ag reem en ts  betw een Ja p a n e se  com panies 
and P e rta m in a  in  1979. I t  i s  l i k e l y ,  how ever, t h a t  th e  e x i s t e n c e  o f  
an a l t e r n a t i v e  so u rc e  o f  o i l  i n  C hina h a s  g iv e n  Ja p a n e se  i n t e r e s t s  an  
added b a rg a in in g  c o u n te r  i n  n e g o t ia t io n s  f o r  new o i l  c o n t r a c t s  w ith  
t h e i r  In d o n e s ia n  p a r tn e r s .
A second f e a r  o f te n  e x p re s se d  by S o u th e a s t  A s ia n  le a d e r s  i s  t h a t  
J a p a n e se  econom ic c o -o p e ra t io n  may h e lp  to  tu r n  C hina i n t o  a  m a jo r 
econom ic r i v a l ,  and t h a t  in c re a s e d  C h inese  e x p o r ts  o f  b a s ic  i n d u s t r i a l
(33)goods may harm t h e i r  own c o u n t r i e s '  p ro s p e c ts  f o r  i n d u s t r i a l i s a t i o n  
A g a in s t t h i s  i t  m igh t be a rg u e d , f i r s t l y ,  t h a t  C h ina  w ith  i t s  huge 
i n t e r n a l  m arke t i s  u n l i k e ly  to  d ev e lo p  a  h ig h ly  e x p o r t - o r i e n t a t e d  
economy l i k e  th o s e  o f  th e  s o - c a l l e d  Newly I n d u s t r i a l i s e d  C o u n tr ie s  
(S o u th  K o rea , T aiw an , S in g a p o re , e t c ) . ,  and  s e c o n d ly , t h a t  C h in a 's  
c u r r e n t  o u tw ard -1 co k in g  econom ic p o l i c y  c o u ld  i n  f a c t  g e n e ra te  new 
tr a d in g  o p p o r tu n i t i e s  f o r  S o u th e a s t A sian  c o u n t r i e s .  On th e  o th e r  
hand , i t  i s  t r u e  t h a t  many o f  th e  p r e s e n t  p la n s  f o r  econom ic co­
o p e ra t io n  betw een Ja p a n  and C hina en v isa g e  th e  repaym en t o f  lo a n s  by 
e x p o r ts  o f  b a s ic  m an u fac tu red  p ro d u c ts  from  th e  new ly  c o n s tru c te d  
p la n ts  T h is  s u g g e s ts  t h a t  th e re  may in d e e d  be a  c o n s id e ra b le
in c re a s e  i n  C h inese  e x p o r ts  o f  i r o n  and s t e e l ,  p e t ro c h e m ic a ls ,  e t c .  
to  Jap an  d u rin g  th e  n e x t decad e , and t h a t  t h i s  may d im in is h  any hopes 
w hich th e  l e s s  d ev e lo p ed  c o u n t r ie s  o f  S o u th e a s t  A s ia  had o f b re a k in g  
in t o  th e  Jap an ese  m arket f o r  such  heavy i n d u s t r i a l  g o o d s .
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In  th e  lo n g  r u n ,  u n le s s  th e r e  i s  a  d ram a tic  change i n  th e  econom ic 
s t r a t e g i e s  o f  th e  C h in e se  l e a d e r s h ip ,  i t  would seem th a t  C h in a 's  com­
p a r a t iv e l y  h ig h  l e v e l  o f  s o c i a l  d ev elopm en t and p o l i t i c a l  c e n t r a l i s a ­
t i o n  may p ro v id e  a  b a s i s  f o r  r a p id  econom ic g row th . And i t  i s  t h i s  
p o s s i b i l i t y  w hich g iv e s  r i s e  to  th e  t h i r d ,  m ost g e n e ra l  and  l e a s t  
c l e a r l y  d e f in e d  f e a r  o f  c e r t a i n  S o u th e a s t  A sian  l e a d e r s :  th e  f e a r  o f 
China a s  a  new econom ic and  m i l i t a r y  pow er w ith  th e  c a p a b i l i t y  to  
in f lu e n c e  e v e n ts  i n  S o u th e a s t  A s ia .  The f e a r  o f  C hina am ongst th e  
In d o n e s ia n  p o l i t i c a l  le a d e r s h ip  i s  an  o ld  and d e e p -s e a te d  o n e , and a s  
e a r ly  a s  1973 a  num ber o f  b u r e a u c ra ts  and  m i l i t a r y  f i g u r e s  were a l r e a d y  
v o ic in g  a la rm  a t  th e  p o s s i b i l i t y  o f  some form  o f  j o i n t  C h in e se -Ja p a n e se
(35)p o l i t i c a l  o r  econom ic d o m in a tio n  o f  th e  re g io n   ̂. When e x p re s se d  in  
t h i s  way such  f e a r s  can  s u r e ly  be d is m is s e d  a s  u n r e a l i s t i c .  T here  i s ,  
how ever, a  g r a in  o f  t r u t h  i n  th e  id e a  t h a t  g r e a t ly  in c re a s e d  econom ic 
c o -o p e ra t io n  betw een Jap an  and  C hina may have c e r t a i n ,  p o s s ib ly  u n d e s i r ­
a b le ,  e f f e c t s  on th e  s e c u r i t y  en v iro n m en t i n  A s ia .
One o f  th e  c la im s  w hich h a s  o f te n  been  made f o r  th e  m u l t in a t io n a l  
c o rp o ra t io n  i s  t h a t ,  by e x te n d in g  i t s  a c t i v i t i e s  i n t o  com m unist c o u n t r i e s ,  
i t  h e lp s  to  d im in ish  th e  p o l i t i c a l  te n s io n s  betw een E a s t and V e s t .  In  
p a r t ,  t h i s  argum ent i s  b a se d  on th e  somewhat c u r io u s  n o t io n  t h a t ,  a s  
th e  economic s t r u c t u r e s  o f  Communist c o u n t r i e s  become more c lo s e ly  
com parable to  th o s e  o f  C a p i t a l i s t  n a t io n s ,  so p o l i t i c a l  te n s io n s  w i l l  
d i s a p p e a r ^ ^ . In  f a c t ,  i n  th e  p o l i t i c a l  w o rld , l i k e  o f te n  com petes 
m ost f i e r c e l y  w ith  l i k e ,  and th e  f a c t  t h a t  n a t io n s  u se  th e  same te c h ­
no logy  i s  no g u a ra n te e  t h a t  th e y  w i l l  w ish  to  become p o l i t i c a l  a l l i e s .
In  th e  ca se  o f  C h ina i t  i s  c l e a r  t h a t  J a p a n e se  com panies, by a s s i s t i n g  
th e  r a p id  b u i ld -u p  o f  C h in ese  heavy in d u s t r y ,  w i l l  be i n d i r e c t l y  a s s i s t ­
in g  th e  developm ent o f  C h inese  m i l i t a r y  c a p a b i l i t y ,  and g iv e n  th e  
p re s e n t  d e l i c a t e  b a la n c e  o f  r e l a t i o n s  betw een th e  U n ited  S t a t e s ,  C hina
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and th e  S o v ie t  Union and  h e r  A sian  a l l i e s ,  an y  such  developm ent c o u ld  
u l t im a te ly  have im p o r ta n t consequences f o r  th e  l e v e l s  o f  i n t e r n a t i o n a l  
te n s io n  i n  E a s t  and  S o u th e a s t A s ia .
The D evelopm ent o f  ASEAN
R e la t io n s  betw een th e  n a t io n s  o f  S o u th e a s t  A s ia  fo rm  a n o th e r  
d im ension  o f  th e  env iro n m en t in  which J a p a n e s e  m u l t in a t io n a l  f i rm s  
o p e r a te . H ere  th e  m ost s i g n i f i c a n t  f a c t o r  h a s  been  th e  fo rm a t io n  and 
developm ent o f  th e  A s s o c ia t io n  o f  S o u th e a s t  A sian  N a tio n s  (ASEAN ) ,  
c r e a te d  i n  1967 a s  a  r e g io n a l  econom ic u n i t  c o n s i s t i n g  o f  f i v e  n a t io n s :  
T h a ila n d , M a la y s ia , S in g a p o re , In d o n e s ia  and  th e  P h i l i p p in e s .
ASEAN i s  one o f  a  number o f  r e g io n a l  econom ic u n i t s  w hich have 
been c r e a te d  by l e s s  dev e lo p ed  c o u n t r i e s  i n  th e  p a s t  two d e c a d e s . Most 
have drawn on th e  e x p e r ie n c e s  o f  th e  E u ropean  Economic Community and 
th e  L a t in  A m erican F re e  T rade A s s o c ia t io n  (LAFTA -  th e  e a r l i e s t  T h ird  
World r e g io n a l  com munity, co m p ris in g  e le v e n  C e n tr a l  and  S ou th  A m erican 
c o u n t r i e s ) .  The d eg ree  o f  econom ic i n t e g r a t i o n  w hich  h a s  been  a c h ie v e d  
by such  co m m u n ities , how ever, v a r i e s  a c c o rd in g  to  th e  n a tu r e  o f  th e  
r e g io n  and th e  le n g th  o f  th e  com m unity 's  e x i s t e n c e .  I n  f a c t ,  th e  
e a r ly  developm ent o f  ASEAN was s lo w . I t  was n o t  u n t i l  1975 t h a t  th e  
o rg a n is a t io n  a c q u i r e d  a  perm anent s e c r e t a r i a t  ( lo c a te d  in  J a k a r t a ) .
S in ce  th e  m id -1 9 7 0 's  g r e a t e r  p ro g re s s  h a s  been  m ade. Much o f  t h i s  
has been  p o l i t i c a l ,  m o tiv a te d  by e v e n ts  i n  In d o -C h in a , b u t  some advances 
have a l s o  ta k e n  p la c e  in  th e  econom ic s p h e re ,  in c lu d in g  th e  p r e p a r a ­
t io n  o f  p la n s  f o r  f iv e  m a jo r ASEAN i n d u s t r i a l  p r o j e c t s ,  one to  be 
u n d e rta k en  i n  e a c h  member c o u n try .
Two somewhat c o n t r a s t in g  m o tiv es  may be seen  a s  u n d e r ly in g  th e  
p o p u la r i ty  o f  r e g io n a l  community fo rm a tio n  i n  th e  1 9 6 0 's  and  1 9 7 0 's .
The f i r s t  was th e  b e l i e f  t h a t  th e  e x is te n c e  o f  a  r e g io n a l  econom ic 
community would s t r e n g th e n  th e  power o f s m a l le r ,  and  p a r t i c u l a r l y  o f
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p o o re r , n a t io n s  i n  t h e i r  d e a l in g s  w ith  th e  m a jo r  eoonomic po w ers . More 
g e n e r a l ly ,  i t  was a l s o  hoped t h a t  r e g io n a l  i n t e g r a t i o n  w ould weaken th e  
dependence o f  T h ird  W orld c o u n t r i e s  on th e  dev e lo p ed  N o r th . As G altu n g  
h as  p o in te d  o u t ,  th e  p r e s e n t  econom ic s t r u c t u r e  o f th e  w o rld  i s  a  
" fe u d a l"  o r  v e r t i c a l  o n e , i n  w hich  n o t  o n ly  t r a d e  b u t a l s o  p o l i t i c a l  
and  c u l t u r a l  l i n k s  betw een l e s s  d e v e lo p e d  c o u n t r i e s  and th e  in d u s ­
t r i a l i s e d  w orld  te n d  to  be more in t e n s e  th a n  s im i la r  l i n k s  am ongst th e
( 3 7 )l e s s  d ev e lo p ed  c o u n t r ie s  th e m s e lv e s ' , By th e  c r e a t io n  o f  o rg a n is a ­
t io n s  su ch  a s  ASEAN, i t  was a rg u e d , l e s s  d ev e lo p ed  c o u n t r ie s  m ig h t n o t 
on ly  p o o l t h e i r  econom ic r e s o u r c e s  b u t  a l s o  overcome th e  a r t i f i c i a l
p o l i t i c a l  and i n s t i t u t i o n a l  b a r r i e r s  w hich o f te n  e x i s t  betw een n e ig h -
( 3 8  )bours a s  a  le g a c y  o f  c o lo n ia l  h i s t o r y
T h is  a s p e c t  o f  r e g io n a l  com munity fo rm a tio n  h a s  been  em phasised  
by some w r i t e r s ,  who have seen  i t  a s  a  means by w hich T h ird  W orld h o s t  
c o u n t r i e s  a re  s t r e n g th e n in g  t h e i r  b a rg a in in g  power in  r e l a t i o n  to  
fo r e ig n  m u l t in a t io n a l  f i r m s .  Such w r i t e r s  commonly p o in t  to  th e  
exam ple o f  th e  Andean P a c t n a t i o n s ,  w hich  have had  some s u c c e s s  in  
e v o lv in g  a  j o i n t  p o l i c y  f o r  th e  r e g u la t i o n  o f  m u l t in a t io n a l s  i n  t h e i r  
r e g i o n ^ .
B ut i f  in c re a s e d  p o l i t i c a l  b a r g a in in g  power was one o f  th e  aim s 
o f th e  new re g io n a l is m , a n o th e r  was in c r e a s e d  econom ic e f f i c i e n c y .
By e n la rg in g  th e  l o c a l  m a rk e t, i t  was a rg u e d , econom ic com m unities 
would a s s i s t  i n d u s t r i a l  developm ent in  low -incom e c o u n t r i e s  such  a s  
th o se  o f  S o u th e a s t A s ia .  A r e g io n a l  community would a l s o  en ab le  
n a t io n a l  governm ents to  go some way to w ard s  c o - o r d in a t in g  t h e i r  
developm ent p la n s ,  th u s  p re v e n t in g  w a s te fu l  c o m p e tit io n  betw een f l e d g l ­
in g  in d u s t r i e s  in  n e ig h b o u r in g  c o u n t r i e s .  From t h i s  p o in t  o f  v iew , 
r e g io n a l  i n t e g r a t i o n  was seen  l e s s  a s  a  s t r a t e g y  f o r  in c r e a s in g  l o c a l  
c o n t ro l  o f  fo r e ig n  m u l t in a t io n a l s  th a n  a s  a  means o f  m aking th e  re g io n  
more a t t r a c t i v e  to  f o r e ig n  c a p i t a l :
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"W ith a  v id e r  m arket a s s u r e d  i t  i s  • . . e a s i e r  to  a t t r a c t  
f o r e ig n  c a p i t a l  and to  r e c e iv e  c o - o p e r a t io n  from  th e  developed  
c o u n t r i e s .  F o re ig n  f i rm s  i n  d ev e lo p e d  c o u n t r i e s ,  accustom ed  
to  l a r g e - s c a l e  o p e r a t io n ,  do n o t  f i n d  i t  a t t r a c t i v e  to  e s t a b l i s h  
s e v e r a l  in d ep en d en t f a c t o r i e s  i n  d i f f e r e n t  c o u n t r i e s ,  each 
w ith  a  sm a ll dom estic  m a rk e t. The in c r e a s e d  p o s s i b i l i t y  o f  
s p e c i a l i s a t i o n  a c c o rd in g  to  f a c t o r  endowment a l s o  in c r e a s e s  
o v e r a l l  p r o d u c t iv i t y ,  prom otes g ro w th , an d  r e a l i s e s  e x te r n a l  
econom ies by e s t a b l i s h in g  a  c l u s t e r  o f  r e l a t e d  i n d u s t r i e s .
W ith an  expanded m arket f o r  each  c o u n t r y 's  p ro d u c ts  and 
in c re a s e d  im p o rts  from  member c o u n t r i e s ,  more f o r e ig n  exchange 
r e s o u r c e s  can  be made a v a i l a b l e  f o r  p u rc h a s e ,  from  th e  
d ev e lo p ed  c o u n t r i e s ,  o f  c a p i t a l  eq u ipm en t o r  o th e r  e s s e n t i a l s  
n o t  p roduced  w ith in  th e  common-market c o u n t r ie s "  (40 ) ^
I n  p r a c t i c e ,  th e  e x is te n c e  o f  com m un ities  such  a s  ASEAN has 
te n d ed  to  s e rv e  th e  l a t t e r  p u rp o se  r a t h e r  th a n  th e  fo rm e r . In d e e d , th e  
e x p e rie n c e  o f  ASEAN in d ic a te s  t h a t  th e  two p u rp o se s  may to  some e x te n t  
be in c o m p a tib le , a t  l e a s t  i n  th e  e a r ly  s ta g e s  o f  deve lo p m en t. B ecause 
o f  th e  la c k  o f  a  s tro n g  i n d u s t r i a l  b a se  w i th in  th e  com m unity, demands 
f o r  r a p id  i n d u s t r i a l i s a t i o n  can  o n ly  be  met by in c r e a s in g  econom ic 
l i n k s  w ith  th e  developed  c o u n t r i e s .  Between 1965 and  1975 J a p a n 's  
sh a re  i n  th e  e x p o r ts  and im p o r ts  o f  th e  ASEAN c o u n t r i e s  r o s e  from  
1 8 .5 ^  to  2 5 .8 ^  and from 2 0 .5 ^  to  2 4 .2 ^  r e s p e c t i v e l y .  D uring  th e  same 
p e r io d  th e  s h a re  o f  e x p o r ts  and  im p o rts  a c c o u n te d  f o r  by in tra -c o m m u n ity  
t r a d e  f e l l  from  2 4 .7 ^  to  1 6 .7 ^  and  from  2 2 .7 ^  to  1 2 .3 ^  r e s p e c t iv e l y  
( s e e  T ab le  5 .1  ) .  S im i la r ly ,  a  s tu d y  o f  t r a d e ,  to u r ism  and s tu d e n t  
exchanges w ith in  ASEAN d u rin g  th e  e a r l y  1 9 7 0 's  found  l i t t l e  e v id e n c e  
o f  in c r e a s in g  r e g io n a l  in te g r a t io n ^ ^ ^ ^ .  The a b se n c e  o f  r e g io n a l  
in te rd e p e n d e n c e  was m ost n o t i c e a b le  in  th e  c a s e  o f  s tu d e n t  ex ch an g es.
As th e  a u th o r  o f  th e  s tu d y  o b se rv e d :
"The need  f o r  te c h n o lo g ic a l  e x p e r t i s e  a p p a r e n t ly  c r e a te d  a  
demand among ASEAN c o u n t r i e s  f o r  e d u c a t io n  w hich was b e s t  
o b ta in e d  in  h ig h ly  d ev e lo p ed  s t a t e s .  As a  co n seq u en ce , 
e l i t e  s tu d e n ts  w ith in  th e  ASEAN re g io n  p r e f e r r e d  to  s tu d y  
in  Ja p a n  o r  in  th e  V e s t.  S tu d e n ts  who d id  go to  o th e r  
c o u n t r i e s  w ith in  th e  ASEAN a s s o c ia t io n  o f t e n  went to  g a in  
e x p e r t i s e  in  la n g u a g e s , l i t e r a t u r e ,  o r  to  co n d u c t r e s e a r c h  
a s  a  p a r t i a l  f u l f i lm e n t  f o r  d e g re e  program m es b e in g  com­
p le te d  a t  non-ASEAN i n s t i t u t i o n s " (4 2 ) ,
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B ut from th e  p o in t  o f  view  o f  th e  second  m o tiv e  -  t h a t  o f  m aking 
th e  re g io n  more a t t r a c t i v e  to  f o r e ig n  c a p i t a l  -  th e  e x is te n c e  o f  th e  
community a p p e a rs  to  have a c h ie v e d  g r e a t e r  r e s u l t s .  The p e r io d  s in c e  
1967 h as  seen  a  v e ry  l a r g e - s c a l e  i n f l u x  o f  Ja p a n e se  c a p i t a l  in t o  th e  
ASEAN re g io n .  The c a u s e s  o f  t h i s  i n f l u x  a r e  m a in ly  to  be found  in  
f a c t o r s  o th e r  th a n  th e  e x is te n c e  o f  ASEAN, an d , d u r in g  th e  e a r l i e r  
p e r io d  in  p a r t i c u l a r ,  m ost o f  t h i s  in v e s tm e n t was in  any ca se  d e s ig n e d  
to  se rv e  th e  d o m e stic  m a rk e ts  o f  i n d i v id u a l  h o s t  c o u n t r i e s .  More 
r e c e n t ly ,  how ever, th e  g row th  o f  e x p o r t - o r i e n ta t e d  m a n u fa c tu r in g  
in v e s tm e n t i n  S o u th e a s t  A s ia  h a s  in c r e a s e d  th e  s ig n i f i c a n c e  o f  ASEAN 
in  th e  eyes o f  J a p a n e s e  m u l t in a t io n a l  com panies. The developm ent o f  
ASEAN h as  a ls o  been a  f a c t o r  i n  th e  ch an g in g  n a tu r e  o f  r e l a t i o n s  betw een  
Japan  and  S o u th e a s t A s ia  -  from  th e  more lo o s e l y - s t r u c tu r e d  econom ic 
r e l a t i o n s  o f  th e  1 9 6 0 's  and  e a r l y  1 9 7 0 's  to  th e  more fo rm a l and 
o v e r t ly  p o l i t i c a l  r e l a t i o n s h i p  w hich  was e s t a b l i s h e d  by th e  "Fukuda 
D o c trin e "  o f  1977^^^^.
I n  p r a c t i c e ,  m ost T h ird  W orld econom ic com m unities have te n d e d  
to  d ev e lo p  a  s p e c i a l l y  c lo s e  r e l a t i o n s h i p  w ith  an  i n d u s t r i a l i s e d  n a t io n  
o r  group  o f  i n d u s t r i a l i s e d  n a t io n s  -  LAFTA w ith  th e  U n ite d  S t a t e s ,  th e  
re c e n tly - fo rm e d  Econom ic Community o f  W est A f r ic a n  S ta t e s  w ith  th e  EEC 
e t c .  ASEAN governm ents a r e  c l e a r l y  aw are o f  th e  d an g e rs  o f  e x c e s s iv e  
economic dependence upon Jap an  and th e  o th e r  developed  n a t io n s  o f  th e  
re g io n  ( A u s t r a l ia  and New Z e a la n d ) , and  have t r i e d  to  m inim ize t h i s  
r i s k  by s tr e n u o u s ly  p ro m o tin g  r e l a t i o n s  w ith  o th e r  i n d u s t r i a l i s e d  
a r e a s ,  p a r t i c u l a r l y  th e  E E C ^ ^ ^ \ T h e ir  e f f o r t s ,  how ever, have met 
w ith  o n ly  l im i te d  s u c c e s s ,  and d e s p i te  some s e tb a c k s  in  J a p a n -ASEAN 
r e l a t i o n s  s in c e  1977, c u r r e n t  d evelopm en ts  s t i l l  p o in t  to  th e  g ra d u a l 
em ergence o f  a  " s p e c ia l  r e l a t i o n s h ip "  betw een  Japan  and  th e  n a t io n s  o f  
ASEAN. Jap an  i s  com m itted  to  p ro v id in g  s o f t  lo a n s  o f  X 1 b i l l i o n  in
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su p p o r t o f  th e  f i v e  proposed ASEAN i n d u s t r i a l  p r o j e c t s ,  and i t  i s  
e x p ec ted  t h a t  Ja p a n e se  com panies w i l l  a l s o  p ro v id e  s u b s t a n t i a l  te c h ­
n i c a l  a s s i s t a n c e  f o r  th e se  s c h e m e s ^ ^ ^ \ J a p a n  h a s  p rom ised  a  ^  10 m il l io n  
c o n t r ib u t io n  to  th e  ASEAN C u l tu r a l  Fund, and a  Japan-ASEAN p ro m o tio n  
c e n tre  i n  Tokyo to  d e a l  w ith  t r a d e ,  in v e s tm e n t and  to u r is m  i s  b e in g  
p lan n ecf5 ^ \)n  a  n o n -g o v em m en ta l l e v e l ,  Jap an ese  and S o u th e a s t  A sian  
com panies a r e  p r e p a r in g  to  s e t  up a  common in v e s tm e n t fu n d , h a l f  o f
which would be f in a n c e d  by th e  Ja p a n e se  s id e ,  to  prom ote c l o s e r  econom ic
(47)c o - o r d in a t io n  betw een Jap an  and  ASEAN ,
ASEAN, u n l ik e  th e  Europeain Economic Community, h a s  n e v e r  seen  
i t s  aim a s  b e in g  a  p o l i t i c a l  f e d e r a t io n  o f  member s t a t e s ,  and r e l a ­
t i o n s  betw een  Ja p a n  and ASEAN w i l l  n o t  r e p la c e  b i l a t e r a l  r e l a t i o n s  
betw een Jap an  and  in d iv id u a l  member c o u n t r i e s .  The developm ent o f  
l i n k s  w ith  ASEAN w i l l ,  how ever, te n d  to  p ro v id e  J a p a n e se  m u l t in a t io n a l  
f irm s  w ith  an  in c r e a s in g ly  s t a b l e  and  i n t e g r a l  r o l e  i n  th e  econom ies 
o f In d o n e s ia  and  o th e r  S o u th e a s t  A sia n  c o u n t r i e s .  I t  i s  p e rh a p s  no 
e x a g g e ra tio n  to  s a y  t h a t
" b o th  i n  s c a le  and q u a l i t y ,  th e  econom ic a s s i s t a n c e  H r. Fukuda 
p le d g e d  d u r in g  h i s  v i s i t  to  th e  ASEAN n a t io n s  i s  epoch - 
m aking , and  i t  means t h a t  r e g io n a l  econom ic dependence on 
J a p a n  i s  now a  f a i t  accompli" (4 8 ) ,
Jap an ese  Companies and th e  C oncen t o f  a  P a c i f i c  Community
The c o n c e p t o f  c r e a t in g  a  P a c i f i c  Community i s  n o t  a  new o n e . In  
Ja p a n , i n t e r e s t  i n  th e  id e a  goes back  a t  l e a s t  to  th e  b e g in n in g  o f  th e  
1960*s. One o f  i t s  e a r l i e s t  a d v o c a te s  was th e  i n d u s t r i a l i s t  and con­
s e r v a t iv e  p o l i t i c i a n  Kajima M orinosuke who, d u r in g  th e  1960 D ie t  d eb a te  
on th e  U .S .- J a p a n  S e c u r i ty  T re a ty ,  spoke o f  " th e  need  o f  p ro m o tin g  
econom ic c o -o p e ra t io n  among th e  c o u n t r ie s  o f  th e  P a c i f i c  r e g io n ,  nam ely 
Canada, C e n t r a l  and South A m erica , S o u th e a s t A s ia ,  A u s t r a l i a  and New 
Z e a l a n d " I n  Itey 1963 th e  id e a  r e c e iv e d  more d e t a i l e d  e x p re s s io n
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in  a  r e p o r t  e n t i t l e d  "The G oal o f  P a c i f i c  Econom ic C o -o p e ra tio n "  p ro ­
duced by  th e  Japan  Economic R esea rc h  C o u n c il,  a  p r i v a t e  body r e p r e s e n t ­
in g  f o u r  m a jo r b u s in e s s  o r g a n i s a t io n s .  T h e i r  p ro p o s a l  was f o r  th e  
developm ent o f  a  lo o s e ly - c o - o r d in a te d  econom ic body (known a s  th e  
O rg a n is a tio n  f o r  P a c i f i c  Economic C o -o p e ra tio n  -  OPEC) r e p r e s e n t in g  
th e  i n d u s t r i a l i s e d  n a t io n s  o f  th e  P a c i f i c :  J a p a n ,  th e  U .S .A ., Canada, 
A u s t r a l i a  and  New Z ea lan d . I t s  p u rp o se  was in  p a r t  to  a c t  a s  a  c o u n te r ­
w eigh t to  th e  grow ing  econom ic s t r e n g t h  o f  th e  E u ropean  Economic 
C o m m u n i t y ^ .
D u rin g  th e  1 9 6 0 's  t h i s  c o n c e p t made some p r o g r e s s  a t  a  non- 
g o v em m en ta l l e v e l .  E n th u s ia s t i c  s u p p o r t  f o r  th e  id e a  came from 
b u s in e s s  g roups i n  A u s t r a l i a  and New Z e a la n d , who w ere p a r t i c u l a r l y  
f e a r f u l  o f  th e  consequences o f  an  expanded EEC. A P a c i f i c  B asin  
Economic C o u n c il (PBEC) c o n s i s t i n g  o f  b u s in e s s  r e p r e s e n t a t i v e s  from  
th e  f iv e  i n d u s t r i a l i s e d  P a c i f i c  n a t io n s  was s e t  u p , and t h i s  in  tu rn  
le d  to  th e  c r e a t io n  o f  a  P r iv a te  In v e s tm e n t C o rp o ra tio n  f o r  A s ia ,  w ith  
fu n d s  s u b s c r ib e d  by p r iv a t e  f irm s  from  PBEC n a t io n s  f o r  j o i n t  i n v e s t ­
m ent p r o j e c t s  in  S o u th e a s t A s ia ^ ^ ^ ^ . The P a c i f i c  B a s in  Economic C o u n c il 
h a s  b een  d e s c r ib e d  by  one o f  i t s  a d v o c a te s  a s  a n  exam ple o f " b u s in e s s  
ta k in g  s t e p s  ahead  o f  governm ent, th e re b y  b u i ld in g  a  fo u n d a tio n  f o r
(52)governm ent to  u s e " ' . A t t h i s  s t a g e ,  how ever, g o v ern m en ta l o p in io n ,  
p a r t i c u l a r l y  in  th e  U n ite d  S ta t e s  was c a u t io u s  a b o u t th e  schem e, w h ile  
i n  Jap an  i t s e l f  th e r e  was a  d iv i s io n  betw een th e  m ain body o f b u s in e s s  
o p in io n , w hich fa v o u re d  a  community o f  d ev e lo p ed  P a c i f i c  n a t io n s ,  and 
an  in c r e a s in g ly  i n f l u e n t i a l  group o f  p o l i t i c i a n s  and F o re ig n  M in is try  
o f f i c i a l s ,  who hoped f o r  a  w id er community em bracing  l e s s  developed
(53)a r e a s  o f  E a s t and S o u th e a s t A sia
D uring  th e  1 9 7 0 's  a  number o f  f a c t o r s  h e lp e d  to  fo c u s  g row ing  
a t t e n t i o n  on th e  p o s s i b i l i t i e s  o f  r e a l i s i n g  some form  o f  P a c i f i c
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econom ic com m unity. F i r s t l y ,  r a p id  econom ic grow th i n  s e v e r a l  o f  
J a p a n 's  E a s t  A sian  n e ig h b o u rs , and grow ing  Ja p a n e se  in v e s tm e n t i n  
S o u th e a s t  A s ia ,  caused  Jap an ese  b u s in e s s  o p in io n  to  a l i g n  i t s e l f  w ith  
th o s e  p o l i t i c a l  g ro u p in g s  who fa v o u re d  a  w id er community in c lu d in g  
l e s s  d ev eloped  a s  w e ll a s  d ev e lo p ed  P a c i f i c  n a t io n s .  The grow ing  
econom ic power o f  E a s t  A sian  c o u n t r i e s  a l s o  a f f e c t e d  A m erican 
a t t i t u d e s  to  th e  schem e. I n  1977 U .S . t r a d e  w ith  P a c i f i c  c o u n t r i e s
(54)exceed ed  h e r  t r a d e  w ith  Europe f o r  th e  f i r s t  tim e in  h i s t o r y
The concep t o f  a  b ro a d e r  P a c i f i c  community c o n s i s t i n g  o f  th e  
i n d u s t r i a l i s e d  P a c i f i c  n a t io n s .  S o u th e a s t  A sia  and su ch  C e n tr a l  and 
S o u th  A m erican c o u n t r i e s  a s  m igh t w ish  to  be in c lu d e d  h a s  been  s u p p o r te d  
by a  num ber o f  s e m i - o f f i c i a l  econom ic b o d ie s  in  Jap an  d u r in g  th e  1970*s .  
The O h ira  a d m in is t r a t io n  e le v a te d  t h i s  id e a  to  a  c e n t r a l  p la n k  i n  
i t s  f o r e ig n  p o l ic y ,  and in  1979 s e t  up a  com m ittee o f  e x p e r t s  to  p ro -
(55)duce more c o n c re te  p ro p o s a ls  on th e  s u b je c t  . In  A u s t r a l i a  a  g roup  
o f  e x p e r t s  i s  s im i l a r l y  w ork ing  on p ro p o s a ls  f o r  an  O rg a n is a tio n  f o r  
P a c i f i c  T rade and D evelopm ent (OPTD -  t i t l e  OPEC h av in g  been  abandoned 
f o r  o b v io u s  r e a s o n s ) W h e t h e r  su ch  p ro p o s a ls  w i l l  be t r a n s l a t e d  
i n to  p r a c t i c e  rem ain s  to  be s e e n . Much w i l l  depend upon th e  a t t i t u d e s  
o f U .S . p o l i t i c a l  g ro u p in g s , and on developm ents in  th e  s o c i a l i s t  
n a t io n s  o f  th e  P a c i f i c ,  p a r t i c u l a r l y  C h in a . However, th e  c e n t r a l  r o l e  
w hich Ja p a n e se  m u l t in a t io n a l  b u s in e s s  i n t e r e s t s  have p la y e d  i n  prom ot­
in g  th e  scheme le a d s  to  some i n t e r e s t i n g  c o n s id e r a t io n s  on th e  r o l e  o f  
th e  m u l t in a t io n a l  in  i n t e r n a t i o n a l  a f f a i r s .
The m o tives b eh ind  s u p p o r t  f o r  a P a c i f i c  community a r e  v a r i e d .
A t one ex trem e a r e  th e  n a t i o n a l i s t i c  p o l i t i c a l  v iew s o f  p e o p le  l i k e  
K ajim a, who in  1966 w ro te :
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" I  have a d v o c a te d  th e  fo rm a tio n  o f  P an -A sia  a s  th e  param oun t 
g o a l  o f  J a p a n e se  d ip lom acy  f o r  many y e a r s .  T h is  i d e a l ,  
how ever, c o u ld  n o t  be  r e a l i s e d  b eca u se  o f  th e  a r b i t r a r y  
p r e s s u r e s  e x e r te d  on J a p a n 's  f o r e ig n  p o l i c y  fo llo w in g  th e  
o u tb re a k  o f  th e  M anchurian I n c id e n t  and  up u n t i l  th e  end o f  
th e  P a c i f i c  War. . . .
" In  th e  m eantim e, th e  e a r l y  a t ta in m e n t  o f  my i d e a l  o f  Pan 
A sia  h a s  become e x tre m e ly  d i f f i c u l t  b eca u se  o f  th e  c o n t r o l  
o f  th e  C h in ese  M ain land  by th e  com m unist reg im e . As an 
a l t e r n a t i v e ,  I  am en d e a v o u rin g  to  r e a l i s e  th e  e s ta b l is h m e n t  
o f  a  P a c i f i c  common m ark e t o r  A s ia n - P a c if ic  community a s  an  
i n i t i a l  step"(57),
The m ain m o tiv es  f o r  b u s in e s s  s u p p o r t f o r  th e  p ro p o s a l ,  how ever,
app ea r to  be based  upon two r a t h e r  more p r a c t i c a l  c o n s id e r a t io n s :
economic e f f i c i e n c y  and econom ic s e c u r i t y .  T hese two a s p e c t s  h av e  been
s tro n g ly  em phasised  by one o f  th e  sch e m e 's  le a d in g  p ro p o n e n ts ,  th e
eco n o m is t, K ojim a K iy o s h i.  In  h i s  p r i n c i p a l  work on th e  s u b j e c t ,  Japan
and a  P a c i f i c  F re e  T rade A re a , p u b lish e d  in  1971, Kojima a rg u e d  th a t
th e  c r e a t io n  o f  su ch  a n  a r e a  w ould p ro v id e  sco p e  f o r  a  more e f f e c t i v e
i n t e r n a t i o n a l  d iv i s i o n  o f  la b o u r ,  th u s  en c o u ra g in g  th e  r e s t r u c t u r i n g
o f econom ies i n  th e  d e v e lo p ed  c o u n t r i e s  and p rom oting  econom ic grow th
(58)and w e lfa re  t h r o u ^ o u t  th e  re g io n  But i n  a  more r e c e n t  w ork,
Kojima em p h asises  th e  r e s o u r c e - s e c u r i ty  a s p e c t s  o f  th e  schem e, p o in t ­
in g  o u t t h a t  th e  f i v e  i n d u s t r i a l i s e d  P a c i f i c  c o u n t r ie s  w ould be a b le  
to  o b ta in  a b o u t 90^ o f  t h e i r  r e q u ir e d  r e s o u r c e s  (w ith  th e  im p o r ta n t  
e x c e p tio n  o f  o i l )  from  w ith in  a  P a c i f i c  c o m m u n i t y ^ . O th e r  a s p e c t s  
o f  econom ic s e c u r i t y  have a l s o  been  im p o r ta n t f a c t o r s  i n  s u p p o r t  f o r  
th e  P a c i f i c  i d e a l .  I n  p a r t i c u l a r ,  a s  a l r e a d y  in d i c a te d ,  th e  community 
was seen  a s  a  g u a ra n te e  a g a in s t  p o s s ib le  a d v e rse  e f f e c t s  from  th e  
developm ent o f  econom ic re g io n a lis m  in  Europe and e ls e w h e re . I t  h a s  
a l s o  been a rg u ed  t h a t ,  by s tr e n g th e n in g  c o -o p e ra t io n  and p ro m o tin g  
economic developm ent i n  th e  r e g io n ,  a  P a c i f i c  community w ould  c o n t r ib u te  
to  m a in tenance  o f p o l i t i c a l  s t a b i l i t y  and m i l i t a r y  s e c u r i t y .  I n  a  
p o l i t i c a l  s e n s e ,  a  P a c i f i c  community may be seen  a s  a means o f  m anaging 
p o te n t i a l  c o n f l i c t s  betw een  Ja p a n  and th e  U n ite d  S ta t e s  o v e r t h e i r  
changing  r o l e s  i n  A s ia .
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A lthough  o p in io n  am ongst J a p a n 's  p o l i t i c a l  and  econom ic le a d e r ^  
s h ip  i s  now l a r g e l y  a g re e d  on th e  n e c e s s i t y  o f  in c lu d in g  l e s s  d e v e lo p e d  
a s  w e ll a s  d e v e lo p e d  n a t io n s  i n  any  form  o f  P a c i f i c  com m unity , th e  id e a  
e l i c i t s  l e s s  e n th u s ia sm  am ongst e l i t e s  in  S o u th e a s t A s ia  i t s e l f .  The 
prom inen t In d o n e s ia n  p o l i t i c i a n  and  eco n o m is t, S u m itro  D jo johad ikusum o 
has e x p re s se d  f e a r s  t h a t  a  P a c i f i c  f r e e  t r a d e  a re a  m ig h t "condemn th e  
l e s s  d ev eloped  p a r t  o f  th e  P a c i f i c  B as in  to  rem ain  raw  m a te r ia l  p ro ­
d u ce rs  in  p e r p e tu i ty " ^ ^ ^ ) .  W hile a  le a d in g  In d o n e s ia n  a ca d em ic , D r.
L ie  Tek T je n g , h a s  q u e s tio n e d  th e  p o l i t i c a l  a s  w e ll a s  th e  econom ic 
f e a s i b i l i t y  o f  th e  c o n c e p t, a rg u in g  t h a t  i t  m ight c o n tra v e n e  I n d o n e s ia 's  
p r in c ip le s  o f  a  " f r e e  and a c t iv e "  f o r e ig n  p o lic y ^
I t  must be em phasised  t h a t  th e  l a s t  th in g  w hich  Ja p a n e se  b u s in e s s  
i n t e r e s t s  have in  mind in  s u p p o r t in g  th e  co n cep t o f  P a c i f i c c o - o p e r a t io n  
i s  th e  c r e a t io n  o f  some form  o f  e x c lu s iv e  economic b lo c  s i m i l a r  to  th o se  
which em erged i n  th e  1 9 3 0 's .  F o r Ja p a n e se  m u l t in a t io n a l s ,  w ith  t h e i r  
e x te n s iv e  ne tw ork  o f  t r a d e  and in v e s tm e n t c o n n e c tio n s  th ro u g h o u t th e  
w o rld , su ch  a  developm ent w ould have e x tre m e ly  h a rm fu l co n se q u e n c e s .
I t  i s  f o r  t h i s  re a s o n  t h a t  th e  P a c i f i c  community i s  e n v is a g e d  by i t s  
p ro p o n en ts  a s  a  v e ry  l o o s e l y - s t r u c tu r e d  o rg a n is a t io n  whose developm ent 
would be g ra d u a l and  w here governm ent in te r v e n t io n  w ould  be m in im ise d . 
Such a  developm ent m ig h t be  seen  a s  conform ing  to  th e  p r e d ic t io n s  o f  
P e r lm u t te r  and o th e r s  a b o u t th e  im p ac t o f  th e  m u l t in a t io n a l  on th e  
w orld  o r d e r .  T hese p r e d ic t io n s  fo re sa w  a  p e r io d  i n  w h ich  r e g io n a l  
econom ic u n i t s  w ould be a  dom inant f o r c e  in  i n t e r n a t i o n a l  a f f a i r s ,  
a c t in g  so  to  speak  as  a  s te p p in g - s to n e  betw een th e  i n c r e a s in g ly  
o b s o le te  n a t i o n - s t a t e  and  th e  em erg ing  in te rd e p e n d e n t g lo b a l  in d u s ­
t r i a l  system ^
B ut in  r e a l i t y ,  a s  we have se e n , su p p o r t f o r  th e  developm ent o f  
r e g io n a l  c o -o p e ra t io n  does n o t  a r i s e  s im p ly  from n o t io n s  o f  m u l t i ­
n a t io n a l  e f f i c i e n c y  o r  from a  b e l i e f  t h a t  th e  b o u n d a rie s  o f  th e  n a t io n
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s t a t e  a r e  to o  sm a ll f o r  th e  n e e d s  o f  m odem  i n d u s t r i a l  e n t e r p r i s e s .
F e a r o f  r e s o u rc e  n a t io n a l is m  in  th e  T h ird  W orld, f e a r  o f  p r o te c ­
tio n ism  i n  l e s s  s u c c e s s f u l  i n d u s t r i a l i s e d  c o u n t r ie s  and  f e a r  o f  
p o l i t i c a l  and  m i l i t a r y  i n s e c u r i t y  a l l  p la y  an  im p o r ta n t p a r t  i n  th e  
c o n s id e r a t io n s  o f  Jap an ese  b u s in e s s  and p o l i t i c a l  l e a d e r s  when th e y  
seek  to  c o n s t r u c t  a  new f o r e ig n  p o l i c y  com m ensurate w ith  J a p a n 's  
economic s t r e n g t h .
Ja p a n e se  m u l t in a t io n a l  c o r p o r a t io n s  o p e ra te  w i th in  an  i n t e r ­
n a t io n a l  env ironm en t i n  w hich i d e o l o g i c a l ,  n a t io n a l  and c u l t u r a l  
f a c t o r s  p la y  a  v e ry  la r g e  p a r t .  B ecause  o f  th e se  f a c t o r s ,  J a p a n e se  
f o r e ig n  in v e s tm e n t h a s  ten d ed  to  become c o n c e n tra te d  i n  c e r t a in  
g e o g ra p h ic a l a r e a s ,  p a r t i c u l a r l y  i n  th e  non-Communist c o u n t r i e s  o f  
E a s t and S o u th e a s t A sia  and  th e  A m eric a s . The grow th  o f  Ja p a n e se  
econom ic s t r e n g th  i n  th e se  r e g io n s ,  to g e th e r  w ith  o th e r  p o l i t i c a l  
developm ents i n  th e  a r e a ,  have te n d e d  to  push Ja p a n  i n t o  th e  r o l e  o f  
a  r e g io n a l  pow er. I t  i s  n o t i c e a b le  t h a t ,  w h ile  J a p a n 's  f o r e ig n  p o l i c i e s  
d u r in g  th e  e a r ly  p o s t-w a r  d ecad es  w ere p red o m in an tly  o r i e n t a t e d  tow ards 
th e  d ev eloped  c o u n t r i e s  o f  th e  V e s t and tow ards g a in in g  a c c e p ta n c e  
among them a s  an  i n d u s t r i a l i s e d  pow er, th e  g row th  o f  Ja p a n e se  m u l t i ­
n a t io n a l  com panies d u r in g  th e  1970 ' s  h a s  c o in c id e d  w ith  grow ing  
Ja p a n e se  p o l i t i c a l  a t t e n t i o n  to  h e r  A s ia n  n e ig h b o u rs  and to  h e r  r o l e  
in  th e  P a c i f i c  r e g io n .  I t  seems p ro b a b le  t h a t ,  f o r  th e  n e x t decade  
o r  two, J a p a n 's  r e l a t i o n s  w ith  S o u th e a s t  A s ia  and w ith  o th e r  P a c i f i c  
r im  a r e a s  w i l l  c o n tin u e  to  become c l o s e r  and more fo rm a l is e d .  Such 
r e l a t i o n s  w i l l  n o t be to  th e  e x c lu s io n  o f  expanded c o n ta c ts  w ith  o th e r  
p a r t s  o f  th e  w o rld . But th e  developm ent o f  Jap an  a s  a  r e g io n a l  power 
i n  th e  P a c i f i c  w i l l  in  i t s e l f  c r e a te  p o l i t i c a l  p r e s s u r e s ,  c o n f l i c t s  
and  o p p o r tu n i t ie s  w hich w i l l  h e lp  to  d e te rm in e  th e  f u tu r e  r o le  o f  
Ja p a n e se  m u l t in a t io n a ls  i n  S o u th e a s t  A s ia .
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TABLE 5.1
PRINCIPAL TRADING PARTNERS OF THE FIVE ASEAN COUNTRIES 1960-1975
%
EXPORTS TO I960 1965 1970 1973 1974 1975
D eveloped c o u n t r ie s 5 7 .2 6 4 .3 6 1 .9 6 4 .8 6 5 .9 6 3 .8
o f  w hich Ja p a n 11 .5 18.5 2 3 .8 2 6 .9 30 .5 2 5 .8
U .S .A . 17.1 19 .4 17.1 16 .7 18 .7 19 .9
E .E .C . 2 1 .3 1 9 .0 15.1 15 .5 11 .7 13.2
Less d ev eloped  c o u n t r ie s 3 6 .7 3 5 .6 34 .2 3 1 .5 3 1 .0 34.1
o f  w hich ASEAN 2 7 .4 2 4 .7 20 .6 1 7 .6 15 .0 16.7
OPEC* 0 .9 1.1 1 .6 1 .4 2 .3 2.1
o th e r  A sia 5 .5 7 .9 9 .5 9 .5 8 .8 10.2
Communist c o u n t r ie s 5 .6 0.1 3 .7 3.1 2 .9 2.1
TOTAL ( in c lu d in g  o th e rs ) 100 .0 10 0 .0 100.0 100 .0 100 .0 100 .0
IMPORTS FROM
D eveloped c o u n t r ie s 5 2 .6 6 2 .8 6 5 .9 6 3 .0 60 .3 6 2 .0
o f  w hich Ja p a n 13.1 2 0 .5 2 4 .8 2 4 .2 2 3 .3 2 4 .2
U .S .A . 13 .3 13 .0 1 4 .8 15.4 14.2 1 5 .0
E .E .C . 2 0 .6 22.1 18.6 15 .9 15 .6 15.3
L ess developed  c o u n t r ie s 4 2 .6 3 7 .0 2 9 .6 32 .2 35 .3 3 4 .2
o f w hich ASEAN 2 9 .4 2 2 .7 14.5 15.1 12 .7 12.3
OPEC* . 3 .8 4 .7 6 .3 6 .3 13 .7 10.1
o th e r  A sia 8 .2 8 .6 6 .4 8 .4 6 .8 7 .0
Communist c o u n tr ie s 4 .3 0 .2 4 .5 3 .7 3 .7 3 .5
TOTAL ( in c lu d in g  o th e rs ) 10 0 .0 100 .0 100.0 100 .0 100.0 100.0
( e x c lu d in g  In d o n e s ia )
S o u rce : Bank o f  Jap an : Chosa G eppo, F e b ru a ry  1977.
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TABLE 5 .2
PRINCIPAL SOURCES OF FOREIGN DIRECT INVESTMENT 
IN FIVE ASEAN COUNTRIES 1972-1975 (CUMULATIVE TOTAL)
INDONESIA SOURCE OF INVESTMENT
YEAR Jap an U .S .A . P h i l ip p in e s Hong Kong ¥ . Germany O th e r T o ta l
1972 16.0 3 6 .4 12 .4 7 .4 1 .2 2 6 .6 100 .0
1973 2 3 .2 3 0 .4 1 0 .4 9 .7 1.1 2 5 .2 1 0 0 .0
1975 4 3 .0 1 6 .4 6.1 9.1 3 .9 2 1 .5 100 .0
SINGAPORE SOURCE 1OF INVESTIRENT
YEAR Jap an U .S.A . U.K. H o lla n d ¥ .  Germany O th e r T o ta l
1972 6 .0 3 3 .0 18.3 1 7 .5 2 .8 2 2 .4 100.0
1973 7.1 37 .6 15 .3 1 4 .7 4 .8 2 0 .5 10 0 .0
1975 13 .4 33.1 1 4 .2 14 .0 3 .2 22 .1 100 .0
THAILAND SOURCE OF INVESTMENT
YEAR Japan U .S .A . Ted wan Hong Kong U.K. O th e r T o ta l
1972 3 7 .6 1 2 .9 15 .7 1 .4 5 .3 27.1 100 .0
1973 4 1 .5 14.7 15.2 1 .7 4 .2 2 2 .7 100 .0
1975 3 8 .5 13 .9 11 .4 5 .7 5 .0 2 5 .5 1 00 .0
MALAYSIA SOURCE OF INVESTMENT
YEAR Japan U .S.A . S in g ap o re U.K. Hong Kong O th e r T o ta l
1972 * * * * * * *
1973 1 0 .0 18.8 2 8 .7 18 .7 9.1 1 4 .7 1 00 .0
1975 2 1 .3 11 .9 27.1 1 4 .8 10 .8 14.1 100 .0
PHILIPPINES 
YEAR Japan U .S.A . U.K.
SOURCE OF INVESTMEI^T
Canada S w itz e r la n d O th e r T o ta l
1972 1.1 7 9 .3 2 .7 1 .4 0 .5 15 .0 100 .0
1973 * * * * * * *
1975 17.5 4 8 .2 7 .8 7 .3 5 .3 1 3 .9 100 .0
n o t  a v a i l a b l e j
S ou rce : Jap an  M in is try  o f  I n t e r n a t i o n a l  T rade and I n d u s tr y .
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CONCLUSIONS
When Jo n  H a ll id a y  and  Cavan McCormack w ro te  t h e i r  s tu d y  o f  J a p a n 's  
r o l e  i n  A s ia  i n  th e  e a r ly  1 9 7 0 's ,  th e y  s u b t i t l e d  i t  " C o -P ro s p e r i ty  in  
G re a te r  E a s t  A s i a " ^ ^ \  I n  d o in g  t h i s ,  th e y  w ere m aking an  e x p l i c i t  
com parison  betw een J a p a n 's  econom ic advance i n t o  A s ia  i n  th e  p o s t  war 
p e r io d ,  and  h e r  economic an d  m i l i t a r y  ad v an ce  i n t o  th e  same re g io n s  
b e fo re  an d  d u r in g  th e  Second W orld War. The d a n g e r  o f  t h i s  ap p ro ach  
i s  t h a t  i t  u s e s  such  com parisons to  evoke e m o tio n a l r e a c t io n s  based  on 
m emories o f  m i l i t a r y  r u le  i n  Ja p a n  and m i l i t a r y  a g g re s s io n  o v e rs e a s  
w hich a r e  n o t  a p p l ic a b le  to  th e  p r e s e n t  s i t u a t i o n .  An a l t e r n a t i v e  
a p p ro a c h , w hich i s  common to  many o th e r  w orks on th e  s u b j e c t ,  i s  to  
t r e a t  th e  p o s t  war a c t i v i t i e s  o f  Ja p a n e se  b u s in e s s  i n  A s ia  a s  i f  th e y  
were t o t a l l y  s e p a r a te  from  a n y th in g  w hich to o k  p la c e  b e fo re  1945.
The d a n g e r h e re  i s  t h a t  su ch  an  ap p ro ac h  o v e r lo o k s  im p o r ta n t  h i s t o r i c a l  
r o o ts  t o  th e  developm ent o f  Jap an ese  m u l t in a t io n a l  b u s in e s s  : r o o ts  
w hich h e lp  u s  to  u n d e rs ta n d  b o th  th e  n a tu r e  o f  th e  Ja p a n e se  m u l t i­
n a t io n a l  and th e  im pact w hich i t  h a s  upon A sia n  h o s t  c o u n t r i e s .
I n  t h i s  s tu d y  we have a t te m p te d  to  t r a c e  th e  ch an g in g  econom ic 
and p o l i t i c a l  f u n c t io n  o f  Ja p a n e se  com panies i n  In d o n e s ia  from  th e  
f i r s t  d ecades o f  th e  c e n tu ry  to  th e  p r e s e n t  d ay . When we ta k e  a  
g e n e ra l  view  o f  th e s e  fu n c t io n s  t h r o u ^ o u t  th e  p a s t  70-odd  y e a r s ,  we 
a r e  p re s e n te d  w ith  a  number o f  p a t t e r n s  w hich may p ro v id e  some u s e f u l  
g u id e l in e s  f o r  f u tu r e  s tu d ie s  o f  th e  m u l t in a t io n a l  s p re a d  o f  Ja p a n e se  
b u s in e s s .
The f i r s t  p o in t  to  be n o te d  i s  t h a t ,  i n  s t r i c t l y  econom ic te rm s , 
th e  d iv id in g  l i n e  i s  in  many s e n s e s  l e s s  be tw een  th e  p re -w a r  r e l a t i o n ­
s h ip  and  th e  p o s t-w a r  r e l a t i o n s h ip  th a n  betw een  th e  r e l a t i o n s h i p  b e fo re  
and a f t e r  th e  m id i9 6 0 's .  I n  th e  1950*s and  e a r l y  1 9 6 0 's ,  a s  i n  p re ­
w ar y e a r s ,  th e  c e n t r a l  f e a t u r e  o f  r e l a t i o n s  betw een Ja p a n  and S o u th e a s t
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A sia  was th e  v e ry  l a r g e  volum e o f  t r a d e ,  p a r t i c u l a r l y  o f  J a p a n e se  
e x p o r ts .  As i n  th e  p re -w a r p e r io d ,  to o ,  th e  l a r g e s t  s in g le  i te m  i n  
th e se  e x p o r ts  was t e x t i l e s ,  a l th o u g h  by th e  1 9 6 0 's  th e r e  was a l r e a d y  
b e g in n in g  to  be  a  m arked d i v e r s i f i c a t i o n  to w ard s  h eav y  i n d u s t r i a l  goods, 
p a r t i c u l a r l y  m a ch in e ry . I n  b o th  p e r io d s ,  a l th o u g h  th e r e  was some 
d i r e c t  in v e s tm e n t i n  S o u th e a s t A s ia ,  t h i s  was on a  f a i r l y  s m a ll  s c a l e ,  
p a r t i c u l a r l y  when com pared w ith  th e  s u b s t a n t i a l  in v e s tm e n ts  by w e s te rn  
i n d u s t r i a l i s e d  n a t io n s .  I t  was p ro b a b ly  n o t  u n t i l  th e  1970*s t h a t  
t o t a l  Ja p a n e se  o v e rs e a s  in v e s tm e n t exceeded  i t s  p re -w a r  l e v e l .  U n t i l  
th e  m id -1 9 6 0 's  Ja p a n e se  busin essm en  and  p o l i t i c i a n s  c o n tin u e d  to  re g a rd  
S o u th e a s t A s ia  p r im a r i ly  a s  a  m ark e t f o r  b a s ic  m a n u fa c tu red  e x p o r ts  
and a s  a  s o u rc e  o f  raw  m a te r ia l  im p o r ts .  F i n a l l y ,  i t  may be rem arked  
i n  p a s s in g  t h a t  many o f  th e  le a d in g  f i g u r e s  in  th e  developm ent o f  
Japanese  r e l a t i o n s  w ith  S o u th e a s t A s ia  d u r in g  th e  1 9 5 0 's  and  1 9 6 0 's  were 
men whose l i n k s  w ith  th e  r e g io n  o r ig in a te d  i n  th e  p re -w a r  and  w ar 
p e r io d s :  t h i s  i s  t r u e  b o th  o f  b u sinessm en  l i k e  I s h i h a r a  H i r o ic h i r o  and 
K ubota ifu ta k a , and  o f  p o l i t i c i a n s  su ch  a s  Puyiyam a A ü c h iro ^ ^ ^ .
The p e r io d  up to  a b o u t 1965» t h e r e f o r e ,  may b e  v iew ed a s  th e  
p re l im in a ry  s ta g e  i n  th e  m u l t in a t io n a l  developm ent o f  Ja p a n e se  b u s in e s s ,  
a l th o u g h , b eca u se  o f  th e  m i l i t a r i s a t i o n  o f  Jap an  and  th e  a d v e n t o f  th e  
Second W orld W ar, t h i s  developm ent was an  in t e r r u p te d  and  d i s jo i n t e d  
p ro c e s s .  From th e  m id -1960 ' s  onw ards, we e n t e r  a  seco n d  phase  d u r in g  
wMch we have  w itn e s s e d  th e  m a tu rin g  o f  J a p a n e s e - s ty le  m u l t in a t io n a l  
b u s in e s s .  T h is  phase  h a s  a  number o f  s p e c ia l  c h a r a c t e r i s t i c s  w hich 
d i s t i n g u i s h  i t ,  b o th  from  a l l  e a r l i e r  p e r io d s  o f  J a p a n 's  o v e rs e a s  
econom ic e x p an s io n  and from  th e  developm ent o f  m u l t in a t io n a l  e n t e r p r i s e s  
i n  o th e r  i n d u s t r i a l i s e d  n a t io n s .  The m ost im p o r ta n t o f  th e s e  c h a ra c ­
t e r i s t i c s  i s  th e  c o n s c io u s ly  a r t i c u l a t e d  and c o -o rd in a te d  p o l ic y  o f 
t r a n s f e r r i n g  s ta n d a r d is e d ,  low v a lu e -a d d e d  b ran ch e s  o f  m a n u fa c tu r in g
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in d u s tr y  to  l e s s  dev e lo p ed  c o u n t r i e s  an d  p rom oting  th e  g row th  o f  more 
te c h n o lo g ic a l ly  advanced i n d u s t r i e s  a t  home. The s p e c ia l  s t r u c t u r e  o f  
Jap an ese  i n d u s t r y ,  in  w hich th e  iHgyn ahiidan and  sogo sh o sh a  enco u rag e  
th e  r a p id  c i r c u l a t i o n  o f  id e a s  and  in fo rm a tio n  and th e  k e i r e t s u  p ro ­
v id e  a  l i n k  betw een la rg e  and  sm a ll b u s in e s s ,  to g e th e r  w ith  th e  c lo s e  
Jap an ese  g o v e m m e n t-b u s in e ss  r e l a t i o n s h i p ,  have h ad  an  im p o r ta n t  p a r t  
to  p la y  i n  th e  developm ent o f  t h i s  m u l t in a t io n a l  s t r a t e g y .
From th e  p o in t  o f view  o f  econom ic r e l a t i o n s  w ith  S o u th e a s t  A s ia , 
t h i s  new s ta g e  i n  th e  developm ent o f  J a p a n e se  m u l t in a t io n a l  e n t e r p r i s e s  
h as  h ad  s e v e r a l  e f f e c t s .  S o u th e a s t  A s ia  i s  now v iew ed  by J a p a n 's  
econom ic le a d e r s  p r im a r i ly  a s  a  m a rk e t f o r  heavy  i n d u s t r i a l  p ro d u c ts  
a n d , above a l l ,  a s  a  m ajo r h o s t  r e g io n  f o r  Ja p a n e se  f o r e ig n  in v e s tm e n t. 
A lthough  c o u n t r ie s  l i k e  In d o n e s ia  have a  c o n t in u in g ,  and in d e ed  in c r e a s ­
in g ,  im portanpe to  Jap an  a s  s o u rc e s  o f  v i t a l  raw  m a t e r i a l s ,  th e r e  i s  
grow ing em phasis on in v e s tm e n t p r o j e c t s  d e s ig n e d  n o t  o n ly  to  e x t r a c t  
b u t  a l s o  to  p ro c e s s  r e s o u rc e s  o v e rs e a s  b e fo re  im p o r tin g  them i n t o  Japan  
(a s  i n  th e  c a se  o f  th e  Asahan p r o j e c t ) .  I n  g e n e r a l ,  Ja p an ese  o v e rs e a s  
m a n u fa c tu r in g  in v e s tm e n t has ex ten d ed  th e  bo ttom  end o f  th e  Jap an ese  
k e i r e t s u  s t r u c t u r e  beyond th e  b o u n d a r ie s  o f  Jap an  an d  i n t o  l e s s  developed  
c o u n t r i e s  i n  E a s t  and S o u th e a s t A s ia ,  and  e ls e w h e re . These o v e rs e a s  
v e n tu re s  have te n d e d  to  compete w ith  th e  fu n c t io n s  b o th  o f  many sm a ll 
b u s in e s s e s  and  o f  some l a r g e r  e n t e r p r i s e s  p ro d u c in g  s ta n d a r d i s e d  goods 
su ch  a s  s t e e l  and s y n th e t ic  t e x t i l e s  w i th in  Jap an  i t s e l f .  The d ev e lo p ­
m ent o f  o v e rs e a s  in v e s tm en t h a s  th e r e f o r e  le d  to  a  d i v e r s i f i c a t i o n  o f  
su ch  e n t e r p r i s e s  tow ards more s p e c i a l i s e d ,  t e c h n o lo g ic a l ly  s o p h i s t i c a te d  
i n d u s t r i a l  p ro c e s s e s  o r  tow ards th e  s e r v ic e  s e c t o r .
The m a tu rin g  o f th e  Jap an ese  m u l t in a t io n a l  e n t e r p r i s e  i s  s t i l l  
f a r  from  co m p le te . W hether th e  d ev e lo p m en ts  o f th e  p a s t  two decad es 
w i l l  c o n tin u e  depends to  a  la rg e  e x t e n t  on e x te r n a l  p o l i t i c a l  f a c t o r s
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some o f  w hich  were in d ic a te d  i n  C h a p te r  V. From p r e s e n t  t r e n d s , 
how ever, i t  i s  p o s s ib le  to  s k e tc h  an  o u t l i n e  o f  a  f u l l y  d ev e lo p ed  form  
o f  th e  Ja p a n e se  m u l t in a t io n a l  s t r u c t u r e .  An i d e a l i s e d  v e r s io n  o f  t h i s  
s t r u c t u r e  i s  p re s e n te d  by th e  eco n o m is t K ojim a K iy o sh i who h a s  w r i t t e n :
"The f u tu r e  o f  th e  w orld  economy o r  th e  econom ic o u tlo o k  o f  
th e  A s ia n - P a c if ic  r e g io n  u n d e r  'J a p a n e s e - ty p e *  d i r e c t  f o r e ig n  
in v e s tm e n t i s  e a s i l y  p r e d ic t e d .  F i r s t  o f  a l l ,  t e x t i l e  and  
o th e r  l a b o u r - in te n s iv e  m a n u fa c tu r in g  i n d u s t r i e s  would be 
t r a n s p l a n te d  from advanced  c o u n t r i e s  to  d e v e lo p in g  c o u n t r i e s ,  
r e s u l t i n g  in  r e - o r g a n i s a t io n  o f  n o r th - s o u th  t r a d e .  N ex t, th e  
s t e e l  in d u s t r y ,  o th e r  in te r m e d ia te  goods p ro d u c t io n ,  and th e n  
v a r io u s  m achinery  i n d u s t r i e s  would e s t a b l i s h  a  ne tw ork  o f  i n t r a ­
in d u s t r y  s p e c i a l i s a t i o n  be tw een  advanced  and  d e v e lo p in g  
c o u n t r i e s .  I f  t h i s  w ere to  s u c c e e d , a  day w ould come when the  
n a t i o n a l  income p e r  c a p i t a  o f  th e  p r e s e n t  d e v e lo p in g  c o u n t r ie s  
became e q u a l to  t h a t  o f  th e  advanced  c o u n t r i e s .  Thus th e  
e q u a l i s a t i o n  would be ac c o m p lish e d  th ro u g h  t r a d e ,  a c c o rd in g  
to  th e  p r in c i p l e  o f  th e  i n t e r n a t i o n a l  d iv i s i o n  o f  la b o u r  and 
'J a p a n e s e - ty p e *  d i r e c t  f o r e ig n  in v e s tm e n t" v 5 ) ,
K ojim a, how ever, o v e r lo o k s  an  a l t e r n a t i v e  outcom e o f  su ch  a  p ro ­
c e s s  o f  f o r e ig n  in v e s tm e n t. T h is  i s  t h a t  J a p a n , w h ile  " e x p o r tin g "  
o b s o le s c e n t  i n d u s t r i e s  to  l e s s  d ev e lo p ed  c o u n t r i e s ,  w i l l  move fo rw ard  
in t o  new and  more p r o f i t a b l e  f i e l d s  o f  i n d u s t r i a l  a c t i v i t y  a t  home, 
th u s  p ro d u c in g  a  s t r u c t u r e  w h ich , a l th o u g h  dynam ic, w i l l  be h i e r a r c h i c a l  
r a t h e r  th a n  e g a l i t a r i a n .  The em bryonic shape o f  su ch  a  s t r u c t u r e  can 
be se e n  i n  p r e s e n t  economic develo p m en ts  i n  A s ia ,  w here Jap an  h a s  been 
f o s t e r i n g  h ig h ly  s o p h is t i c a te d  te c h n o lo g ie s  a t  home, in v e s t in g  in  
in te r m e d ia te  i n d u s t r i e s  i n  c o u n t r i e s  such  a s  S o u th  K o re a , Taiwan and 
S in g a p o re , and  in v e s t in g  in  b a s ic  m a n u fa c tu r in g  i n  l e s s  developed  
n a t io n s  such  a s  In d o n e s ia ,  T h a ila n d  and  th e  P h i l i p p i n e s .  A t th e  same 
t im e , th e r e  h a s  been a  grow th o f  in v e s tm e n t by th e  in te rm e d ia te  g roup  
o f  n a t io n s ,  p a r t i c u l a r l y  S o u th  iK orea, i n  th e  l e s s  d ev e lo p ed  g ro u p .
T h is  s u g g e s ts  th e  em ergence, l e s s  o f  a  community o f  e q u a l ly  
i n d u s t r i a l i s e d  n a t io n s  in  A s ia ,  th a n  o f  a  t h r e e - t i e r  i n t e r n a t i o n a l  
d iv i s i o n  o f  la b o u r .  T h is  may be com pared to  th e  t h r e e - t i e r  s t r u c t u r e
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w hich Hymer p r e d ic te d  in  h i s  e s s a y ,  "The M u l t in a t io n a l  C o rp o ra tio n  and
(4 )th e  Law o f  Uneven D evelopm ent" ' , H ow ever, w h ile  Hymer*s th e o ry  
r e f e r s  to  th e  i n t e r n a t i o n a l  d i s t r i b u t i o n  o f  d e c is io n -m a k in g  f u n c t io n s ,  
th e  m odel p re s e n te d  h e re  would in v o lv e ,  more im p o r ta n t ly ,  a  h i e r a r c h i c a l  
d i s t r i b u t i o n  o f  new, in te rm e d ia te  and o ld e r  te c h n o lo g ie s  betw een  d i f f e r e n t  
g e o g ra p h ic a l  r e g io n s .
The consequence o f  such  an  u n eq u a l b u t dynam ic sy stem  i s  t h a t ,  
a s  Hymer n o te s ,
" i n  each  p e r io d  s u b o rd in a te s  a c h ie v e  ( i n  p a r t )  th e  consum ption 
s ta n d a r d s  o f  t h e i r  s u p e r io r s  i n  a  p re v io u s  p e r io d  and a r e  th u s  
t o m  i n  two d i r e c t io n s :  i f  th e y  lo o k  backw ard an d  com pare t h e i r  
s ta n d a r d s  o f  l i v i n g  th ro u g h  t im e , th in g s  seem to  be g e t t i n g  
b e t t e r ;  i f  th e y  lo o k  upw ard th e y  s e e  t h a t  t h e i r  r e l a t i v e  p o s i ­
t i o n  h a s  n o t  changed"( 5 ) .
F o r th e  governm ents o f  c o u n t r ie s  l i k e  In d o n e s ia ,  w hich  i s  l i k e l y  to  
f in d  i t s e l f  a t  th e  lo w er end o f  such  a n  i n t e r n a t i o n a l  d iv i s io n  o f  la b o u r ,  
t h i s  may c r e a te  a  s e r io u s  dilemma i n  th e  c h o ic e  betw een  econom ic and 
p o l i t i c a l  g o a l s .  As Kojim a s u g g e s ts ,  'J a p a n e s e  type* d i r e c t  in v e s tm e n t 
s t im u la te s  econom ic g row th  and  i n d u s t r i a l i s a t i o n ,  w hich  a r e  th e  c e n t r a l  
aim s o f  th e  p r e s e n t  In d o n e s ia n  p o l i t i c a l  l e a d e r s h ip .  I t  may n o t ,  
how ever, f u l f i l  th e  d e s i r e  f o r  red u ce d  i n t e r n a t i o n a l  i n e q u a l i t i e s  and 
in c re a s e d  econom ic pow er, w hich i s  s u r e ly  i m p l i c i t  i n  th o s e  a im s.
T h is  i s  n o t  to  im ply  t h a t  th e  em erging  s t r u c t u r e  o f  econom ic r e l a t i o n s  
i n  E a s t  and S o u th e a s t A s ia  w i l l  be a  r i g i d  and  u n c h a n g e a b le  one. Over 
a  lo n g e r  o r  s h o r t e r  p e r io d  a l t e r a t i o n s  i n  th e  i n t e r n a t i o n a l  d i s t r i b u ­
t i o n  o f  w e a lth  in e v i t a b ly  o c c u r . B ut i t  m ust be n o te d  th a t  m ost r e c e n t  
r e a d ju s tm e n ts  in  th e  economic power b a la n c e  hav e  a r i s e n  l e s s  from  th e  
s u c c e s s  o f  f o re  ig n - in  v e s t  ment b ased  econom ic developm ent on th e  l i n e s  
su g g e s te d  by K ojim a, th a n  from i n t e r n a l  w eaknesses in  th e  econom ies o f  
some i n d u s t r i a l i s e d  c o u n t r i e s ,  o r  from  p o l i t i c a l  developm en ts su ch  as 
th o s e  s u r ro u n d in g  th e  fo rm a tio n  o f  OPEC.
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When we tu r n  f r o m  econom ic to  p o l i t i c a l  r e l a t i o n s ,  we f in d  t h a t  
Hymer*s p r e d ic t io n s  a b o u t th e  im p ac t o f  th e  m u l t in a t io n a l  c o r p o r a t io n  
on w orld  a f f a i r s  do n o t f i t  t h e  c a s e  o f  Jap an ese  m u l t in a t io n a l s  in  
S o u th e a s t A s ia ^ ^ ^ . T h is  s tu d y  h a s  found t h a t ,  r a t h e r  th a n  c irc u m v e n tin g  
and e ro d in g  th e  pow er o f  th e  Ja p a n e se  and In d o n e s ia n  g o v e rn m e n ts , J a p a n 's  
m u l t in a t io n a l  com panies have te n d e d  to  d ev e lo p  new and  ch an g in g  form s 
o f  c o - o p e r a t io n  w ith  home and  h o s t  governm en ts. A g a in , e v id e n c e  o f  
c o -o p e ra t io n  betw een Ja p a n e se  and  w e s te rn  m u l t in a t io n a l s  i n  S o u th e a s t  
A sia  i s  c o u n te rb a la n c e d  by g row ing  s ig n s  t h a t  th e  d evelopm en t o f  
Jap an ese  econom ic s t r e n g th  i n  A s ia  i s  p ro d u c in g  s t r a i n s  i n  r e l a t i o n s h i p s  
w ith  o th e r  i n d u s t r i a l i s e d  c o u n t r i e s .  T h is  s u g g e s ts  t h a t  th e  in f lu e n c e  
o f m u l t in a t io n a l  f i rm s  on i n t e r n a t i o n a l  r e l a t i o n s  i s  a  com plex m a tte r  
in  id iich  many v a r i a b l e s ,  p o l i t i c a l ,  h i s t o r i c a l  and  s o c i a l ,  a s  w e ll  a s  
econom ic, m ust be ta k e n  i n t o  a c c o u n t.
The econom ic t i e s  betw een two n a t io n s  c l e a r l y  p la y  a  c e n t r a l  
r o l e  in  d e te rm in in g  t h e i r  p o l i t i c a l  r e l a t i o n s h i p .  T h u s, j u s t  a s  we 
can  f i n d  some s i m i l a r i t i e s  betw een J a p a n e s e - In d o n e s ia n  econom ic l i n k s  
i n  th e  p re -w a r  p e r io d  and  in  th e  1950*8 and e a r ly  1960*8 so  we can 
f in d  s i m i l a r i t i e s  i n  p o l i t i c a l  l i n k s  d u r in g  th o se  p e r io d s .  In  b o th  
p e r io d s ,  Ja p a n * s  s ta k e  i n  In d o n e s ia  was q u i te  s m a ll  from  th e  p o in t  o f  
view  o f  th e  Ja p an ese  economy. U n t i l  s t r a t e g i c  and  p o l i t i c a l  m o tiv e s  
began to  fo c u s  Ja p a n e se  a t t e n t i o n  o f  S o u th e a s t A s ia  i n  th e  1930*s, th e  
r e l a t i o n s h i p  w as, a s  i n  th e  e a r l y  p o s t-w a r  p e r io d ,  d e v o id  o f  a  s t r o n g ly  
p o l i t i c a l  c o n te n t .  J a p a n 's  s t a t u s  a s  a  co m p ara tiv e  newcom er, an  
a l t e r n a t i v e  to  th e  econom ic dom inance o f  w este rn  n a t i o n s ,  made th e  
p re se n c e  o f  J a p a n e se  f i r m s ,  in  th e  1 9 2 0 's  and 1 9 5 0 's  a s  i n  th e  1 9 5 0 's  
and e a r ly  1 9 6 0 's ,  q u i t e  welcome am ongst In d o n e s ia n  p o l i t i c a l  e l i t e s  
( th o u g h  n o t  am ongst th e  c o l o n ia l  a u t h o r i t i e s ) .
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But th e  g row th  o f  p o l i t i c a l  t e n s io n s  w hich c u lm in a te d  in  th e  
Ja p a n e se  o c c u p a tio n  o f  In d o n e s ia  d e m o n s tra te s  th e  e x te n t  to  w hich  r e l a ­
t i o n s  w ere d e te rm in e d , n o t  by th e  s im p le  p r o f i t  m o tiv e  o f  Ja p a n e se  
f i lm s  b u t by a  c o m b in a tio n  o f  e x t e r n a l  f a c t o r s .  The m ost im p o r ta n t  o f  
th e s e  f a c t o r s  w ere th e  e x i s t e n c e  o f  w e s te rn  c o lo n ia l i s m  in  A s ia ,  th e  
c o l la p s e  o f  th e  i n t e r n a t i o n a l  econom ic o r d e r ,  and th e  s o c ia l  f o r c e s  
w hich p roduced  th e  r i s e  o f  n a t io n a l i s m  and  m i l i t a r i s m  in  Ja p a n . By 
c o n t r a s t ,  th e  e a r l y  p o s t-w a r  r e l a t i o n s h i p  to o k  shape  i n  an  env iro n m en t 
dom inated  by U .S . p o l i t i c a l  l e a d e r s h ip  i n  A s ia  and  a  s t a b l e  i n t e r ­
n a t io n a l  econom ic sy stem .
I n  t h i s  s tu d y  i t  h a s  been  o b se rv e d  t h a t  a  new and more o v e r t l y  
p o l i t i c a l  r e l a t i o n s h ip  betw een  Jap an  and In d o n e s ia  h as  been  d e v e lo p in g  
s in c e  th e  f i r s t  h a l f  o f  th e  1970*s, R a th e r  than  a t te m p t in g  to  draw 
com parisons betw een t h i s  r e l a t i o n s h i p  an d  J a p a n 's  e a r l i e r  p o l i t i c a l  
v e n tu re s  i n  A s ia ,  i t  may be u s e f u l  to  c o n s id e r  i t s  d ev e lopm en t, f i r s t l y  
i n  th e  l i g h t  o f  th e  new econom ic r e l a t i o n s h i p  d e s c r ib e d  ab o v e , and 
se c o n d ly  o f  th e  i n t e r n a t i o n a l  p o l i t i c a l  s e t t i n g  o f  th e  1 9 7 0 's  and 1 9 8 0 's
As Ja p a n e se  in v e s tm e n t i n  In d o n e s ia  h a s  become l a r g e r  an d  more 
v i s i b l e ,  so i t  h a s  become a  so u rc e  o f  g row ing  p o l i t i c a l  c o n t ro v e r s y .  
Jap an ese  m u l t in a t io n a l  co m p an ies , and  J a p a n 's  econom ic p o l i c i e s ,  have 
been  c r i t i c i s e d  by p o l i t i c i a n s ,  j o u r n a l i s t s  and d i s s i d e n t  g ro u p s i n  
In d o n e s ia  and o th e r  S o u th e a s t  A sian  c o u n t r i e s .  T h is  in  tu r n  h as  r a i s e d  
th e  p o l i t i c a l  s a l i e n cy  o f  r e l a t i o n s  w ith  S o u th e a s t  A sia  in s id e  Ja p a n  
i t s e l f  and  h a s  p u t p r e s s u re  on th e  Ja p a n e se  governm ent to  r e c o n s id e r  
i t s  p o l ic y  tow ards In d o n e s ia .  The in c r e a s in g  s c a le  o f  in v e s tm e n t i n  
S o u th e a s t A sia  has a l s o  c a u se d  Ja p s in 's  b u s in e s s  le a d e r s h ip  to  lo o k  l e s s  
a t  s h o r t - te r m ,  in d iv id u a l  company p r o f i t s ,  and more a t  th e  lo n g - te rm  
im p l ic a t io n s  o f  o v e rse a s  in v e s tm e n t .  I t  was t h i s  b ro ad  re a s s e s s m e n t 
o f  f o r e ig n  in v e s tm e n t s t r a t e g i e s  w hich gave r i s e  to  th e  co n c e p t o f  th e  
t r a n s f e r  o f i n d u s t r i e s .  A t th e  same tim e , developm ents i n  o th e r  p a r t s
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o f  th e  w o rld  w ere c a u s in g  in c r e a s in g  co n ce rn  o v e r s e c u re  s u p p l ie s  o f  
n a tu r a l  r e s o u r c e s .  These two lo n g - te rm  c o n s id e r a t io n s  have  made i t  
n e c e s s a ry  f o r  J a p a n 's  b u s in e s s  an d  p o l i t i c a l  le a d e r s  t o  c o -o p e ra te  in  
new ways and to  a d o p t an  i n c r e a s in g ly  p o l i t i c a l  a t t i t u d e  tow ards In d o n e s ia  
and th e  S o u th e a s t  A sian  r e g io n  a s  a  w h o le . W hereas i n  th e  e a r l y  p o s t­
w ar p e r io d  r e l a t i o n s  betw een  Ja p a n  an d  In d o n e s ia  were h ig h ly  in fo rm a l ,  
w ith  in d i v id u a l  Jap an ese  b u s in essm en  o f te n  fo rm ing  a  p e r s o n a l  l i n k  
betw een th e  econom ic and p o l i t i c a l  l e a d e r s h ip  in  th e  two c o u n t r i e s ,  th e  
p re s e n t  r e l a t i o n s h i p  i s  a  more fo rm a l o n e . I t  i s  n o t so  much t h a t  th e  
r o l e  o f  th e  Ja p a n e se  busin essm an  h a s  e i t h e r  in c re a s e d  o r  d im in ish e d , 
b u t r a t h e r  t h a t  i t  h a s  become more c l o s e l y  in t e g r a te d  i n t o  a  netw ork  
o f  o f f i c i a l  and  n o n - o f f i c i a l  o r g a n i s a t io n s ,  c o n fe re n c e s  and i n t e r e s t  
g roups u n i t i n g  econom ic, p o l i t i c a l  and  academ ic e l i t e s  i n  Jap an  and  
In d o n e s ia .
F o r  re a s o n s  o u t l in e d  in  th e  p re v io u s  c h a p te r ,  th e  r i s e  o f  
Jap an ese  m u l t in a t io n a l  com panies h a s  p roduced  econom ic c o n f l i c t  a s  
w e ll  a s  econom ic i n t e r p e n e t r a t i o n  betw een  Jap an  and o th e r  i n d u s t r i a l i s e d  
c o u n t r i e s .  J a p a n 's  f o r e ig n  in v e s tm e n t h a s  n o t  b een  e v e n ly  s p re a d  
a c ro s s  th e  fa c e  o f  th e  g lo b e  b u t  h a s  become c o n c e n tra te d  i n  c e r t a i n  
g e o g ra p h ic a l a r e a s ,  n o ta b ly  E a s t  and  S o u th e a s t  A s ia  and N o rth  and  S ou th
A m erica. The m u l t in a t io n a l  s p re a d  o f  Jap an ese  b u s in e s s  has th e r e f o r e
te n d e d  to  d ev e lo p  J a p a n 's  r o l e  a s  a  r e g io n a l  power i n  th e  P a c i f i c .  T h is  
tr e n d  h a s  been  a c c e n tu a te d  by p o l i t i c a l  developm ents in  th e  U .S .A . and  
e lse w h e re . I t  i s  w ith in  t h i s  r e g io n a l  fram ework t h a t  f u tu r e  r e l a t i o n s  
betw een Jap an  and In d o n e s ia  a r e  l i k e l y  to  d e v e lo p .
We have a t te m p te d  to  o u t l i n e  th e  e f f e c t  w hich th e  c o n tin u e d
developm ent o f  J a p a n 's  m u l t in a t io n a l  s t r a t e g y  would have on econom ic 
r e l a t i o n s  betw een Jap an  and I n d o n e s ia .  To make s i m i l a r  p r e d ic t io n s  
ab o u t th e  f u tu r e  shape  o f  p o l i t i c a l  r e l a t i o n s  i s  more d i f f i c u l t .  However,
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i t  may be s u g g e s te d  t h a t  j u s t  a s  E uropean  econom ic p e n e t r a t i o n  o f  
S o u th e a s t A s ia ,  and  l a t e r  A m erican m u l t in a t io n a l  in v e s tm e n ts  i n  th e  
same r e g io n ,  n e c e s s i t a t e d  th e  developm en t o f  ch an g in g  fo rm s o f  p o l i ­
t i c a l  r e l a t i o n s ,  so  th e  Ja p a n e se  m odel o f  d i r e c t  f o r e ig n  in v e s tm e n t 
w i l l  r e q u i r e  th e  developm ent o f  a  new form  o f  p o l i t i c a l  r e l a t i o n s h i p  
betw een th e  more d ev e lo p ed  and l e s s  dev e lo p ed  r e g io n s  o f  A s ia .
In  th e  f i r s t  p la c e ,  th e  t h r e e - l e v e l  d i f f u s io n  o f  te c h n o lo g y  
in d ic a te d  e a r l i e r  would n e c e s s i t a t e  ch an g in g  Ja p a n e se  t r a d e  p o l ic y  
tow ards th e  l e s s  dev e lo p ed  c o u n t r i e s ,  and  an  op en in g  o f  th e  Ja p a n e se  
m a rk e ts  to  im p o rts  o f  b a s ic  m a n u fa c tu red  g o o d s . A lre a d y , th e r e  have 
been s ig n s  o f  th e  developm ent o f  such  a  p o l i c y ,  n o ta b ly  a t  th e  M an ila  
m eeting  o f  UNCTAD in  1979, w here Ja p a n  to o k  a  more l i b e r a l  l i n e  th a n
( 7 )m ost o th e r  i n d u s t r i a l i s e d  c o u n t r i e s  . However, th e  p ro c e s s  o f  
a d ju s t in g  J a p a n 's  own i n d u s t r i a l  s t r u c t u r e  h a s  n o t  a lw a y s  been a  
smooth o n e , and i t  i s  p o s s ib le  t h a t  th e  f u tu r e  may b r in g  f u r t h e r  
econom ic c o n f l i c t s  o f  i n t e r e s t  such  a s  th o s e  w hich o c c u r re d  betw een 
Japan  and  o th e r  E a s t  A sian  c o u n t r i e s  i n  th e  m id -1 9 7 0 's '  , The 
developm ent o f  b a s ic  i n d u s t r i e s  i n  In d o n e s ia  and  o th e r  l e s s  d ev e lo p ed  
c o u n t r i e s  w i l l  a l s o  in v o lv e  th e  im provem ent o f  e d u c a tio n  and  t r a i n i n g  
f a c i l i t i e s  and  o f  many fo rm s o f  s o c i a l  and  i n d u s t r i a l  i n f r a s t r u c t u r e .  
These a r e  a r e a s  i n  w hich  p r iv a t e  com panies can  p la y  o n ly  a  l im i t e d  
p a r t .  The e x p a n s io n  o f  J a p a n 's  econom ic r o l e  in  A s ia  i s  th e r e f o r e  
l i k e l y  to  be accom panied by in c r e a s in g  am ounts o f  o f f i c i a l  a i d  to  
l e s s  d e v e lo p ed  h o s t  c o u n t r i e s .
The s t r a t e g y  o f  t r a n s f e r r i n g  i n d u s t r i e s  s u g g e s ts  th e  c r e a t io n  o f  
a  h ig h ly  in te r -d e p e n d e n t  econom ic r e l a t i o n s h i p  betw een  th e  c o u n t r i e s  
co n ce rn ed . An i s l a n d  o f  s o p h i s t i c a t e d  te c h n o lo g y  and  know ledge- 
in t e n s iv e  in d u s t r y  can n o t s u rv iv e  u n le s s  i t  i s  s u p p o r te d  by a  su rro u n d ­
in g  s e a  o f  b a s ic  i n d u s t r i a l  p ro d u c e rs .  H ow ever, b eca u se  th e  te c h n iq u e s
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em ployed i n  J a p a n 's  l e s s  d e v e lo p ed  t r a d i n g  p a r tn e r s  w i l l  be w ide ly  
d i f f u s e d ,  i t  seems u n l i k e ly  t h a t  t h i s  in te r -d e p e n d e n c e  w i l l  g iv e  l e s s  
d e v e lo p ed  A sian  c o u n t r i e s  g r e a t  b a rg a in in g  power in  t h e i r  p o l i t i c a l  
and econom ic r e l a t i o n s h ip  w ith  J a p a n . I t  i s  a l s o  p ro b a b le  t h a t  th e  
developm ent o f  such  a  r e l a t i o n s h i p  w ould  g e n e ra te  some s i g n i f i c a n t  
p o l i t i c a l  p rob lem s i n  S o u th e a s t  A s ia .  I t  h a s  a l r e a d y  b een  n o te d  
( c h a p te r  IV) t h a t  th e  l a r g e - s c a l e  p re s e n c e  o f  Ja p a n e se  and  o th e r  
f o r e ig n  in v e s to r s  in  In d o n e s ia  h a s  te n d e d  to  a g g ra v a te  c e r t a i n  weak­
n e s s e s  i n  th e  p o l i t i c a l  system  o f  th e  h o s t  c o u n try . By a s s i s t i n g  
econom ic grow th and  i n d u s t r i a l i s a t i o n  i n  S o u th e a s t A s ia ,  J a p a n 's  
m u l t in a t io n a l  s t r a t e g y  may h e lp  to  r e l i e v e  some o f  th e  c u r r e n t  
econom ic p re s s u re s  on th e  In d o n e s ia n  and o th e r  S o u th e a s t  A sian  gov ern ­
m e n ts . On th e  o th e r  h and , i n d u s t r i a l i s a t i o n  i t s e l f ,  by a l t e r i n g  th e  
s t r u c t u r e  o f  s o c ie ty  and th e  d i s t r i b u t i o n  o f  w e a lth ,  may c r e a te  demands 
f o r  p o l i t i c a l  change w ith  w hich e x i s t i n g  system s a r e  u n a b le  to  cope . 
Such te n d e n c ie s  have r e c e n t ly  been  o b se rv ed  in  c o u n t r i e s  a s  d iv e r s e  
a s  I r a n  and  S ou th  K orea . The developm ent o f  J a p a n 's  r o l e  i n  th e  
economy o f  th e  A s ia - P a c i f i c  r e g io n  may depend to  a  l a r g e  e x te n t  on 
i t s  a b i l i t y  to  a d a p t to  su ch  p o l i t i c a l  changes e ls e w h e re  i n  A s ia .
B u t, a s  h a s  been em phasised  th ro u g h o u t t h i s  s tu d y ,  th e  f u tu r e  o f  
th e  J a p a n e se  m u l t in a t io n a l  and  i t s  im pact on h o s t  c o u n t r i e s  i s  h ig h ly  
v u ln e ra b le  to  e x te r n a l  p o l i t i c a l  in f lu e n c e s .  A tte m p ts  to  p r e d ic t  th e  
f u tu r e  o f  J a p a n 's  r o l e  in  In d o n e s ia  a r e  c o m p lic a te d  by th e  v e ry  i n t e r ­
dependence o f  th e  modem w o rld . In  th e  p a s t ,  econom ic c r i s e s  in  
Europe an d  A m erica, J a p a n 's  m i l i t a r y  in t e r v e n t i o n  i n  C h in a , A m eric a 's  
p o s t-w a r  r o l e  in  S o u th e a s t A s ia  and th e  o i l  c r i s i s  g e n e ra te d  by e v e n ts  
i n  th e  M iddle E a s t have a l l  had  p ro found  e f f e c t s  on th e  a c t i v i t i e s  o f 
Ja p a n e se  compeinies in  In d o n e s ia .  The f u t u r e ,  to o ,  w i l l  depend upon 
th e  a b i l i t y  o f th e  i n d u s t r i a l i s e d  n a t io n s  to  surm ount econom ic p ro ­
blem s and  to  d e a l w ith  th e  re su rg e n c e  o f  id e o lo g ic a l  c o n f r o n ta t io n s
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betw een E a s t  and  W est. T hese a r e  th e  I s s u e s  w hich w i l l  d e te rm in e  
w hether J a p a n 's  o v e rs e a s  e n t e r p r i s e s ,  l i k e  th e  NangOku Sangyo and  th e  
Nomura E a s t  I n d ie s  D evelopm ent Company b e fo re  them , d is a p p e a r  i n t o  th e  
v o r te x  o f  p o l i t i c a l  c r i s i s  and  econom ic c o l la p s e ;  o r  w h eth er th e  
Jap an ese  s t r a t e g y  o f  m u l t in a t io n a l  b u s in e s s  d ev e lo p s  to  f u l l  m a tu r i t y  
an d , l i k e  th e  E uropean  t r a d i n g  company in  th e  e ig h te e n th  c e n tu r y ,  l i k e  
th e  f i n a n c i a l  h o u ses  o f  th e  n in e te e n th  c e n tu r y ,  and l i k e  th e  A m erican  
m u l t in a t io n a l  i n  r e c e n t  d e c a d e s , stam ps i t s  i n d e l i b l e  im p r in t  on th e  
s t r u c tu r e  o f  th e  i n t e r n a t i o n a l  economy.
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K eid an ren
k e i r e t s u
(A jia  K e iz a i Kenkyusho -  A s ia  Economic R esea rch  
B ureau , a l s o  known a s  th e  I n s t i t u t e  o f  D evelop ing  
E conom ies). Ja p a n e se  sem i-g o v ern m en ta l o rg a n is a ­
t i o n  co n d u c tin g  r e s e a r c h  in t o  prob lem s o f  l e s s  
developed  c o u n t r i e s .
(Ja p a n e se  -  l i t e r a l l y  " d e s c e n t from  h e a v e n " ) . 
P ro c e s s  by w hich r e t i r e d  c i v i l  s e r v a n ts  re c e iv e  
p o s ts  in  p r iv a te  com panies o r  p u b l ic  e n t e r p r i s e s .
(A s s o c ia t io n  o f  S o u th e a s t  A sia n  N a t io n s ) .  Economic 
a s s o c ia t io n  o f  f i v e  S o u th e a s t A sian  c o u n t r i e s :  
T h a i la n d , M a la y s ia , S in g a p o re , In d o n e s ia  and th e  
P h i l ip p in e s .  Formed in  1967.
( ja p a n  I n t e r n a t io n a l  C o -o p e ra tio n  A gency). 
G overnm ental agency  u n d e r  th e  c o n t r o l  o f  th e  
M in is try  o f  F o re ig n  A f f a i r s .  D e a ls  w ith  te c h n ic a l  
a s s i s t a n c e  to  l e s s  d ev e lo p ed  c o u n t r i e s .
(Ja p a n  P e tro leu m  D evelopm ent C o rp o ra t io n ) .  Govern­
m e n ta l agency  p ro v id in g  a s s i s t a n c e  to  p r iv a t e  
f irm s  engaged i n  o v e rs e a s  o i l  e x p lo r a t io n .
(K e iz a i D an ta i R engokai -  F e d e ra t io n  o f Economic 
O rg a n is a t io n s ) .  P r iv a t e  o r g a n is a t io n  f o r  co­
o r d in a t in g  and r e p r e s e n t in g  th e  i n t e r e s t s  o f 
b ig  b u s in e s s  in  J a p a n . A lso  c a r r i e s  o u t r e s e a r c h ,  
p rod u ces  p u b l i c a t i o n s ,  e t c .
( J a p a n e s e ) .  Chain o f  com m ercial r e l a t i o n s h i p s  
l in k in g  s m a ll ,  medium and la r g e  com panies in  a 
p a r t i c u l a r  f i e l d  o f  p ro d u c tiv e  a c t i v i t y .
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K e iz a i Doyukai
k igyo  shudan
Kopkamtib
M a la r i A f f a i r
MITI
n an sh in
(C om m ittee f o r  Economic D ev e lo p m en t). P r iv a te  
J a p a n e se  b u s in e s s  o r g a n is a t io n .  C a r r ie s  o u t 
r e s e a r c h ,  p ro d u ces  p u b l i c a t i o n s ,  o rg a n is e s  con­
f e r e n c e s ,  e t c .  on i s s u e s  o f  d o m e stic  and i n t e r ­
n a t io n a l  econom ic i n t e r e s t .
( J a p a n e s e  -  l i t e r a l l y  " c o n g lo m e ra tio n  o f  e n te r ­
p r i s e ^ ') .  L arge g roup  o f  b u s in e s s e s  i n  a l l  f i e l d s  
o f  m a n u fa c tu r in g , t r a d e  and f in a n c e  w hich a r e  
lo o s e ly  l in k e d  by p a t t e r n s  o f  in v e s tm e n t and 
b o rro w in g . The s ix  m ain k ig y o  shudan  i n  1960 
w ere : th e  M its u b is h i g roup , th e  M its u i  g ro u p , 
th e  Sumitomo g ro u p , th e  Fuyo g ro u p , th e  Sanwa 
g roup  and  th e  DKB g ro u p .
(Command f o r  th e  R e s to r a t io n  o f  S e c u r i ty  and  
O rd e r ) .  In d o n e s ia n  m i l i t a r y  body i n  ch a rg e  o f  
i n t e r n a l  s e c u r i t y .
J a n u a ry  1974 d e m o n s tra tio n s  in  J a k a r t a ,  l a r g e l y  
d i r e c t e d  a g a in s t  th e  v i s i t  o f  J a p a n e se  P rim e 
M in is te r  Tanaka.
(M in is try  o f  I n t e r n a t io n a l  T rade and  I n d u s t r y ,  
known in  Ja p an ese  a s  Tsusho Sangyo S h o .o r  
T su sa n sh o ) . Jap an ese  m in is t r y  p r im a r i ly  re sp o n ­
s i b l e  f o r  e x te r n a l  econom ic r e l a t i o n s .
(J a p a n e se  -  "sou th w ard s  a d v a n c e " ) . E x p re s s io n  
u sed  to  d e s c r ib e  J a p a n 's  econom ic and l a t e r  
m i l i t a r y  advance in to  S o u th e a s t A sia  in  th e  p re ­





O verseas C h in ese
PBEC
P ertam in a
pribum i
p u b lic  p o l ic y  
company
(S o u th  S eas  A s s o c ia t io n ) .  P re -w ar Ja p an ese  
p r i v a t e  a s s o c ia t io n  f o r  p rom oting  econom ic and  
c u l t u r a l  l i n k s  betw een Ja p a n  and S o u th e a s t A s ia .
(N ihon Shogyo K a ig ish o  -  J a p a n  Chamber o f Commerce) 
J a p a n e s e  p r iv a t e  b u s in e s s  a s s o c ia t io n  r e p r e s e n t in g  
s m a l l ,  medium and b ig  b u s in e s s .
(O v e rse a s  Economic C o -o p e ra tio n  F und). Jap an ese  
g o v e rn m e n ta l agency  r e s p o n s ib le  f o r  th e  d is b u r s e ­
m ent o f  o f f i c i a l  a i d .
P eo p le  o f  C h in ese  o r ig in  r e s id e n t  a b ro ad  ( p a r t i ­
c u l a r l y  in  S o u th e a s t A s i a ) .
( P a c i f i c  B as in  Economic C o u n c i l) .  P r iv a te  
o r g a n is a t io n  b r in g in g  to g e th e r  b u s in e s s  r e p re s e n ­
t a t i v e s  from  th e  f iv e  i n d u s t r i a l i s e d  P a c i f i c  
n a t io n s  (C anada, th e  U .S .A ., J a p a n , A u s t r a l i a  and 
New Z e a la n d ) .
In d o n e s ia n  n a t io n a l  o i l  company. C re a te d  i n  
1968 by a  m erger o f  two s ta te -o w n e d  com pan ies, 
Perm ina and P e rtam in .
( In d o n e s ia n  -  " in d ig e n o u s " ) .  Used i n  p a r t i c u l a r  
o f  in d ig e n o u s  In d o n e s ia n  e n t e r p r i s e s  to  d i s t i n g u i s h  
them  from  f o r e ig n  in v e s tm e n t p r o j e c t s  Or e n te r ­
p r i s e s  owned by O v erseas  C h inese  r e s i d e n t s .
P re -w a r  Ja p a n e se  company c r e a te d  and f in a n c e d  
j o i n t l y  by governm ent and p r iv a te  b u s in e s s  to  
f u l f i l  s p e c i f i e d  f u n c t io n s  w hich were th o u g h t to  
be o f  n a t io n a l  i n t e r e s t .
280
S ankosh in
sogo sh o sh a
z a ib a ts u
z a ik a i
(Sangyo Kozo S h in g ik a i  -  C o u n c il on I n d u s t r i a l  
S t r u c t u r e ) .  A d v iso ry  body a t ta c h e d  to  th e  
Jap an ese  M in is try  o f  I n t e r n a t i o n a l  T rade and 
I n d u s t r y .
(J a p a n e s e )  g e n e ra l  t r a d in g  company.
(J a p a n e se )  L a rg e , h i e r a r c h i c a l  p re -w a r  b u s in e s s  
co n g lo m era te  a c t iv e  i n  many d i f f e r e n t  f i e l d s  o f  
m a n u fa c tu r in g , commerce and f in a n c e .
(J a p a n e se  -  l i t e r a l l y  " f in a n c i a l  c i r c l e " ) .  
H ig h e s t- ra n k in g  b ig  b u s in e s s  le a d e r s h ip ,  u s u a l ly  
c o n f in e d  to  th e  few -dozen  businessm en  who have 
a c h ie v e d  n a t io n a l  fame a s  h ead s  o f  l a r g e ,  
e s ta b l i s h e d  p r iv a t e  com panies o r  p u b lic  c o rp o ra t io n s
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